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9 HE MAJorR premise of Wal- 
ter Lippman’s argument 
in his latest book, The 
Good Society, is, in es- 
jence, that all forms of collectivism 
re the same, whether the policies 
ire those of the Communists in 
he Soviet Union, the Fascists in 
taly, the Nazis in Germany, the 
socialist Gradualists in Great 
Britain and America, or even the 
Rooseveltian New Deal. What 
makes them all the same, according 
o Mr. Lippman, is that they all 
Jepend upon social-economic plan- 
hing, and planning can be successful 
nly if directed toward military 
pbjectives and if carried out in a 
nilitary spirit. Planning for the 
veneral welfare, he holds, is a de- 
usion; to attempt it is to increase 
onfusion and to restrict liberty. 

It would be easy to ridicule this 
boint of view. It overlooks such 
vast array of concrete differences 
mong the various systems of so- 
iety which he indiscriminately 
lumps together that it seems like 
i mere sophisticated version of the 
sid trick which reactionaries use 
o discredit all progressive move- 
aents by calling them bad names. 
And, in spirit, it betrays a mystical 
fear of the use of intelligence and 
oresight. We shall come out all 
ight, Mr. Lippman seems to argue, 
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as long as we do not know where 
we want to go and do not use col- 
lective methods of getting there. 
The moment we begin to plan, on 
any broader scale than that of 
the individual enterprise, we are 
headed for disaster. It sounds al- 
most like the Old Testament story 
of Adam and Eve being thrown 
out of the Garden of Eden because 
they ate the fruit of the Tree of 
Knowledge. 


I 


But his argument deserves a more 
concrete rebuttal. Just what is it 
that makes it possible to plan for 
the destruction of war, but not 
for the construction of peace? Mr, 
Lippman answers, in effect, that 
in prosecution of a war the high 
command can reduce the require- 
ments of a given army and navy 
to detailed orders for so many uni- 
forms, so much food, so many guns, 
airplanes, warships, projectiles, 
trucks and tanks; but that in a 
peaceful society devoted to the sat- 
isfaction of individual tastes it is 
impossible to predict what people 
will want, and in what quantities 
and varieties. The attempt to plan 
production for civilian require- 
ments, he concludes, must therefore 
result in a regimentation of the 
social and individual life, providing 
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what authorities think people ought 
to want, rather than what they 
really want, and suppressing all dis- 


sent. The problem, he believes, is” 


too vast and confusing to admit of 
any other solution. 

Now of course it is a simpler 
task to plan for war than to plan 
for peace; that is one of the two 
main reasons why the first attempts 
at economic planning have come 
in the military realm (the other 
reason being the greater apparent 
urgency, which challenges tradi- 
tional modes of behavior). Nev- 
ertheless, the problem of planning 
for peace requirements is not im- 
possible to solve just because it is 
more difficult. 

Mr. Lippman’s conception of the 
nature of peace-time demand is con- 
siderably over-simplified ; he seems 
to regard economic markets as if 
they were entirely composed of in- 
dividual shoppers choosing among 
a wide variety of articles in depart- 
ment stores, although this kind of 
choice and variety actually accounts 
for a minor part of the economic 
activity of modern society. Let us 
see what factors he overlooks. 


II 


Standard Services 


A large part of the demands 
of the consuming public are for 
services in which there is relatively 
little possibility of variety or indi- 
vidual choice, at least for the 
masses of the population. In some 
cases their services are not even 
paid for at retail by the consumer, 


but are financed by governmentai} 
or private institutions. Among tha 
more important undertakings of this 
kind may be listed the following: — 


Transportation by railroad, bus 
and truck 

Communication by radio, telephone ~ 
and telegraph 

Postal services ; 

Local transit 

Public education 

Hospital service : 

Electric, gas and water utilities 

Police and fire protection 

Parks and playgrounds ; 

Sanitation and sewage disposal — 

The system of justice 

Conservation of natural resources 

Public works 

Scientific research ; 


These and hundreds of other 
similar activities together account! 
for a large share of economic activ-: 
ity in satisfaction of public needs. 
Yet they are subject to little or no: 
regulation by a “market” in the 
old-fashioned sense, a market gov-: 
erned by the choices of individual 
consumers. ‘They are a response to 
a collective demand, and are in 
large measure carried on by social} 
agencies. ‘This enormous sector off 
our life is certainly amenable t ) 
planning in the sense that its activi 
ties can be and are predicted as} 
to extent and direction, can be: 
changed and improved by compe-: 
tent authorities without interfering; 
with the “freedom” of the ordina 
citizen or imposing military dict 
torship upon him, can be budgeted 
for, coordinated, regulated as t 
prices and practices, costs, amoun 
of investment, etc. No mystica 


' 
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xaltation of “the market’ can be 
substitute for the application of 
ollective intelligence in the man- 
gement of this sort of undertaking. 


III 


Primary Production 


Another large sector of our eco- 
omic activity is so remote from 
he individual consumer that his 
reedom of choice or his demand 
or variety affects it but little. The 
ousewife does not get up from her 
reakfast table, go down town and 
rder two pounds of steel ingots, 
nicely wrapped parcel of cooking 
oal, a box of cement, a bushel of 
o. 2 hard wheat, a steel lathe, or 
ven an assorted mixture of hotels 
nd apartment houses. Production 
f these things is controlled in ad- 
ance by those who are in executive 
ommand of the industries in ques- 
ion. In many cases the products 
re highly standardized, and in 
ore cases standardization is pos- 
ible, without limiting the desirable 
arieties of end-products that may 
e offered to the ultimate consumer. 
t is true that under present eco- 
omic conditions the market de- 
and for many primary products 
aries widely in volume from time 
0 time, but this irregularity does 
ot reflect any equivalent variation 
n demand from ultimate consum- 
rs. Rather it tends to cause varia- 
ions in purchasing power that 
ccur in consumers’ markets. Nor- 
ally, ultimate consumers’ demand 
s much more stable than the pro- 
uction of primary goods. This 


MUST PLANNING BE MILITARY? 3 


is one of the gravest faults of our 
economic order. Irregularity in 
primary industries is the result 
either of lack of coordinated plan- 
ning or of bad planning in pursuit 
of private interests, with regard to 
production, prices. etc. Remedy- 
ing it would require, not regimenta- 
tion of the individual shopper, but 
collective and planned control of 
certain primary industries. This 
would deprive those now managing 
private industries of the freedom 
to make the kind of decisions that 
create chaos and misery, but it 
would at the same time increase the 
freedom of consumers to buy what 
they wanted, by increasing and 
stabilizing their employment, wages, 
and power to purchase. 


IV 


Finally, we come to that sector 
of activity in which consumers do 
choose what they want among va- 
rious proffered articles. This in- 
cludes, mainly, the manufacture 
and retail sale of tangible con- 
sumers’ goods such as food, clothing, 
household furnishings, automobiles 
and miscellaneous articles. In this 
large but far from all-inclusive 
sector, individual taste does and 
should operate. But it is not an 
impossible task to combine the al- 
lowance of scope for variety with 
a large amount of prediction and 
planning. Great merchandising 
units already have made much prog- 
ress in doing so. The incomes of 
the masses of consumers such as 
farmers and wage-earners can be 
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predicted. Studies show what 
proportions of their incomes are 
customarily devoted to various 
classifications in their budgets. In 
some of these classifications pur- 
chasing habits are relatively stable, 
or sampling studies can predict the 
nature of demand, and a large 
amount of standardization already 
exists. In the food division, this 
is true of the main staples such 
as wheat and meat. Both the De- 
partment of Agriculture and private 
concerns predict with considerable 
accuracy the domestic demand for 
these staples and the effect of price 
changes upon it. Automobile man- 
ufacturers have a shrewd idea of 
the coming demands of consumers 
both for cars as a whole and for par- 
ticular designs and styles. There is 
enough information available on 
which to base a far greater stabili- 
zation of production of dwellings 
than now exists—with lower prices 
and better quality for the con- 
sumers—if the industry were col- 
lectively directed. All these tasks 
would be immensely easier than 
they are at present if there were 
eliminated the fluctuations in con- 
sumers’ purchasing-power arising 
merely from lack of good planning, 
without limiting in the least the 
consumers’ freedom of choice. 


V 


There remain a few marginal 
sectors of economic activity, rela- 


tively unimportant in the total, i 
which the style factor, or innova } 
tions of other kinds, make it next 
to impossible to predict in advance 
what particular products will be¢ 
most in demand in a free consumers} 
market. Such things are certain 
types of wearing apparel, luxury) 
or semi-luxury articles of various: 


for approval. Consumers’ choicess 
among these things need not bet 
regimented in order to develop al 


planned sectors, and that the waste: 
inherent in market uncertainty due: 
to fashions and other matters a | 


without serious damage. To ir i 
agine that this small part of th 
economic structure is typical of the 
whole, and makes it impossible to: 
introduce any benefits from lar 
ning or collectivism of any sort, 
argues either an astonishing igno- 
rance of contemporary institutions 
or an almost paranoiac fear of in- 
novation, a fear stimulated by 
imaginary terror rather than by 
reality. 


5 } ITH the expansion of tech- 
WA nology in the  twen- 
tieth century, the need 
7 for national planning and 
the obstacles to planning of pro- 


duction have grown up together. 


decome so powerful and so hap- 
hazard in their behavior that there 
an increased demand for gov- 
trnmental controls to prevent fur- 
ther disasters. At the same time 
hot only the power but also the 
hature of haphazard economic fac- 
ors raise grave doubts as to the 
possibility of reducing these fac- 
fors to control. 

Since 1914, in particular, the 
utomobile, the radio, the aero- 
blane, and the moving picture, 
with other products of the same 
lass, ‘have appeared as major 
ources of business activity and of 
mployment. These are luxury 
roods and also in most cases dur- 
ble goods; their market is there- 
tore subject to caprice. In general 
heir production expands and con- 
tracts with every breath of con- 
dence or fear. In particular, the 
onsumer shifts capriciously from 
yne brand to another or from one 
lass of luxury to another. It is 
basy to conclude that no planning 
of the production of such caprice 
yoods is possible. 


Planning and Free Choice 


By 
DAVID CUSHMAN COYLE 


Such a conclusion is probably 
correct in a certain sense, but as 
stated it is oversimplified. Cer- 
tainly the production of Ford cars 
or of cowboy pictures does not 
happen by chance. It is planned 
by the producers. The practical 
question is not whether the plan- 
ning of plenty production is pos- 
sible. It is not only possible, it is 
inevitable. The question is how 
much of such planning can be suc- 
cessfully done by a centralized 
agency such as the Government. 
‘This question leads to an examina- 
tion of the nature of production 
planning for a capricious market. 
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Producers always have some 
reason for deciding what to pro- 
duce and how much to produce. 
In practice the reasons vary from 
pure guesswork to elaborate market 
surveys and charts of the trend of 
consumer choice. Successful busi- 
ness management depends more and 
more on collection of facts as a 
basis for prediction. The element 
of judgment, or educated guess- 
work, is reduced by research, but 
is not eliminated. There is still 
room for mistakes and for stagger- 
ing losses which may even lead to 
bankruptcy. 
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A noticeable feature of the plan- 
ning by industry is its comparative 
freedom from responsibility as to 


the good or evil effects of its poli-. 


cies upon the social order as a 
whole. Industrial leaders are apt 
to segregate their altruism into an 
extracurricular function of some 
kind, such as philanthropy. This 
habit, often bitterly criticized by 
outsiders, has a certain justifica- 
tion. The great and growing dan- 
gers of large scale production, 
based on heavy capital commit- 
ments, and dependent for success 
on the caprice of a future market, 
may easily strain to the utmost the 
capacity and courage of the re- 
sponsible managers of an industry. 
To attempt to weave into this 
complex and delicate adjustment 
the larger motives of national in- 
terest is asking a good deal of 
human nature. 


A governmental planning 
agency, on the other hand, must 
start with the assumption of the 
national interest as a necessary ele- 
ment in its production plans. It 
would have to take into account 
such matters as conservation of re- 
sources and the support and re- 
training of displaced workers. Al- 
most any corporation manager who 
might be invited to administer 
such a plan would be apt to specify 
that he would engage to consider 
these items of public interest, or 
to plan production for the con- 
sumer market, but not to do both 
at the same time. If it were de- 
manded, as it must be, that he 
look first to the public interest, he 


short of the demand and others 


would require to be saved fro: 
responsibility in case some of his¢ 
products turned out to be grossl 


were rejected by the consumer o 
either price, quality, or style. 

This is not to say that there is 
any moral objection to the ideal of 
producing for consumer needs an: 
also for larger national interests, 
it is only to say that present mana+ 
gerial personnel does not seem 
capable of riding so many horses 
at once, and there seems no reaso 
to suppose that better talent is 
available. 


There is a vital difference be-~ 
tween the consequences that fall 
upon private or public planners 
when they make mistakes. In pri- 
vate business, outside of certain 
big businesses sheltered under some: 
Gibraltar of finance, the conse- 
quence of a mistake is a reduced 
profit, or in extreme cases com- 
plete elimination from the busi-: 
ness world. The essential feature 
of this adjustment i is that each mis-: 
taken policy is isolated and punished 
in the individual business wheal 
the mistake is made. The man 
gers, the stockholders, and che} 
workers may be ruined, but other: 
business firms expand to fill the: 
gap and the economic system is; 
not shaken as a whole. It is true! 
that if the same error is made by! 
great numbers of producers at the : 
same time, a general disaster such 
as that of 1929 may result. But 
that is a separate problem, to be: 
distinguished from the problem of 
planning for consumer caprice 


uch. In general it seems fair to 
ay that when the consumer,. given 
irplus buying power in excess of 
lis basic needs, chooses to enrich 
ne industry and starve another, 
the resulting dislocations fall on 
individuals rather than directly on 
the system as a whole. 
If a single centralized agency, 
jn the other hand, were charged 
vith the planning of luxury pro- 
fuction, the errors of planning 
Would not result in bankruptcy of 
the agency, or even necessarily of 
ny of its parts. Instead of giving 
juccess to one branch of the agency 
Ind killing and burying another 
jranch, the public would stand off 
4nd ridicule the planning board 
or all its mistakes. Politics being 
hat they are, ten right judgments 
ould be forgotten in the glare of 
ne wrong judgment. 
But in democratic planning the 
Ponsent of the governed is of the 
Wssence of the contract. One bad 
Wrror to ten successes might cut 
ne Administration’s popularity 
Helow 50 per cent. That leads 
irectly. to the question of the re- 
ation of central planning to the 
thilitary motive. 


II 


‘A nation oriented mainly to war 
’ comparatively insensitive to 
lanning errors. First of all, the 
yar, whether existing or antict- 
ated, offers an insatiable market 
br certain products. By planning 
e production of war products, 
Yhost of the troublesome luxuries 
‘hn be eliminated, cutting the 
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chance of consumer caprice to 
little or nothing. Once the people 
are led to choose cannons instead 
of butter, even very bad butter 
will pass inspection. 

Moreover, the production of war 
materials, especially before the 
outbreak of war, is protected by the 
mystery of military secrets and by 
the fact that no test of the ma- 
terials in face of the enemy is re- 
quired. Army tests can be kept 
secret, and any mistakes of the 
military authorities can be hidden 
from the people under the veneer 
of dress parade. In the dictator- 
ships this ordinary protection of 
the war machine is made complete 
by censorship and by the abolition 
of criticism in general. 

Militarism, therefore, is one ob- 
vious answer to the problem of 
centralized planning. By milita- 
rism all lesser criteria of popular 
judgment are absorbed into one 
dominant motive: military strength. 
By the same system, all criticism 
of the effectiveness of the central 
management is either blocked by a 
smoke screen of professional mys- 
tery or directly forbidden as 
unpatriotic. 

When war breaks out and the 
results of this uncriticized plan- 
ning are tested in action, the na- 
tion is swept into victory, defeat, 
or inconclusive exhaustion. The 
government as a whole stands or 
falls accordingly. Success wipes 
out all lessons, or death pays for 
all mistakes. In no case does plan- 
ning receive a continuous check 
and modification by experience. | 
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If national planning can be car- 
ried on only under the shield of 
militarism, then obviously no na- 
tional planning for peace, conser- 
vation, and plenty will be possible. 
But if no planning is possible, in 
the face of insecurity, suffering, 
and the losses that accompany high 
technology, it is certain that the 
common people will lose patience 
and will smash the social order. 
Before admitting the utter impos- 
sibility of the fruitful use of tech- 
nology by humanity, it may be 
worth while to explore the plan- 
ning problem from another angle. 


III 


Non-military national planning 
should be detached from the as- 
sumption that the making of pro- 
duction schedules is identical with 
planning. National planning is 
something different. It overlaps 
production planning but does not 
coincide with it at all points. 

The familiar and well-grounded 
objection to having a_ national 
Board to decide on future color 
schemes for neckties indicates only 
that a certain area of production 
planning is unsuited to central- 
ized control. With a better dis- 
tribution and a further enlargement 
of the national income, the luxury 
trades not suited to national plan- 
ning may easily include most of 
the business and most of the em- 
ployment in the country. Within 
those trades the managers of busi- 
ness will have to be given freedom 
to make their own decisions and 
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to take the consequences, merel) 
because no democratic government 
can bear the onus of this type of! 
risk. 

But there are other economi 
functions in which planning | 
evidently due to become highly 
centralized. Basic materials of the 
kind that are easily stored, for eXx- 
ample, might well be detachet 
completely from the vicissitudes 
the market. For the sake of conse 
vation, the Government could raise 
the prices for such materials as ‘a 


and zinc to the point where 
mines permitted to operate would 
clean the ore bodies in one workin u 
A hoard of lead and zinc ore is x 
least as easy to explain as a hoard 
of gold. 
Basic natural resources in gen-- 
eral can be subjected to plannin 
for the sake of conservation, eith 
by artificial price changes or by 
public ownership and operation, as 


case. The pertinent principle is; 
that a highly generalized raw ma-: 


sumer market, if managed by an | 
authority financially able to leave: 
it in place or store it at small ex-. 
pense. In these fields of economic: 
activity, distant from the ultimate: 
consumer, and where conservation 
and efficient use are dominant mo- 
tives, public management, more or 
less completely detached from con-- 
siderations of money profit, is fea 
sible and appropriate. 


The other principal field for 
bublic planning of production is in 
those goods and services that offer 
breat technical advantages in mo- 
opoly operation. The post office, 
highways, and other instruments of 
ommunication and transportation 
Are examples. Whatever criticisms 
the central planning authorities 
may suffer from the consumer are 
‘butweighed by the obvious neces- 
sity of central planning. At pres- 
tnt the national planning of tele- 
hone service is done by a private 
agency, which may be left in charge 
bf this function for a long time if 
it can keep on good terms with 51 
jer cent of the voters. But the 
planning is national in some if not 
lll senses of the word. In the back- 
round behind all the public utili- 
tties stands the inescapable fact that 
f their management becomes un- 
batisfactory to enough voters they 
tan be managed by the Govern- 
ent. There is no reason to cite 
theoretical arguments against the 
possibility of public planning of 
Hmonopolistic services. It has been 
Hdone with reasonable success in 
many nations for over a hundred 
years. 
) The ability of democratic gov- 
jernment to make fairly good plans 
to absorb the consequences of its 
errors has been demonstrated in 
Ynatural resource enterprises such 
‘as the national forests and in the 
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tion may not be practicable in a 
non-militaristic plenty system plan- 
ning is successful in certain fields, 
in which it will probably expand. 


IV 


If it is granted that a high-tech- 
nology system to be used for peace 
and plenty must include both cen- 
tral and decentralized forms of 
planning, the proper function of 
free initiative can be defined with 
some accuracy. 


Free initiative is of course a 
different function as exercised by 
a business entrepreneur, a wage 
worker, or a self-employed farmer. 
The various benefits to the social 
order, to be derived from freedom, 
are therefore of several kinds. 


As an entrepreneur, a free busi- 
ness man operating under pressure 
of the law of supply and demand 
serves the social order mainly as a 
taker of risks which are too dan- 
gerous to be handled by the Gov- 
ernment. To perform this function 
he needs to be protected against 
rackets originating either in the 
underworld or in high finance. He 
is by no means independent of 
government, since he must look to 
government for this necessary pro- 
tection. The protection of free 
enterprise against rackets or other 
hostile influences is an example of 
the way in which national economic 
planning goes outside the mere 
planning of production. 

One of the important values of 
freedom is that it gives an opening 
for the exploration of the “impos- 
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sible.” While the greater part of 
our scientific research and of our 
technological invention lies in or- 
thodox fields subject to institutional 
management, the value of genius 
has not disappeared. Freedom for 
cranks is the price of genius, not 
only on the large and world-shak- 
ing scale, but in a hundred small 
advances that help to drag civiliza- 
tion slowly forward. 

For the wage earner or the small 
self-employed worker, whose eco- 
nomic responsibilities and powers 
are relatively inconspicuous, free- 
dom may have a real meaning and 
a real value to the social order. 
Economic freedom for the common 
man is almost entirely determined 
by the rate of employment in the 
various types of work to which 
each individual might turn. If a 
worker knows that he can throw 
up his job and easily find another, 
he may not choose to exercise his 
freedom but he has it. If the 
farmer knows that he can quit 
farming and easily get a job in 
town, he is to that extent a free 
man. 

The social advantages of wide- 
spread economic freedom as here 
defined would be greater than most 
people realize. Two specific points 
seem worthy of mention. The first 
is that the sense of freedom to 
escape if necessary from a given 
situation acts as an encouragement 
to initiative. Especially in an or- 
ganization, the workers and lower 
grades of officers are most likely 
to assume responsibility for im- 
proving the work of the organiza- 
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tion if the penalty for errors is not 
overwhelming. On the other hand, 
where the smallest error in judg- 
ment may lead to loss of the job, ,> 
with no prospect of finding another, , 
any sensible person will pass the: 
responsibility for all decisions up» 
to his superiors. Efficiency, there- - 
fore, while it requires discipline on | 
one hand, requires freedom on the: 
other. 4 

The second vital aspect of free: 
opportunity relates to the common | 
psychoses of modern life. There is: 
much argument about the softening ° 
of character by public efforts at 
relief and social security. At the 
same time there is concern over the 
apparent growth of mental disease. 
Subject to further knowledge, it 
seems reasonable to believe that the 
nature of modern economic inse- 
curity is badly adapted to the pro. 
motion of courage and self-reliance. 
Freedom in the sense of the ability 
to choose alternative jobs, together 
with a right to a minimum of sup- 
port in case of accident, appears to 
be required as a base for normal 
mental balance. “Tenure of office”, 
on the other hand, appears to offer 
too much security for the good of 
many types of people. So far as 
we can see now, a certain degree 
of freedom seems to be essential to — 
sanity, at least with varieties of 
human nature widely prevalent in 
America. 


1 
V ’ 
Final conclusions as to the best 


adjustment between technology 
and humanity are of course far 


: 
t 
) 


From being justified by the extent 
bf present knowledge. Tentatively, 
owever, one may put forward 
these observations as to a practical 
elation between the two. Tech- 
ology, in a country with rich 
resources compared to population, 
tends to reduce the labor demanded 
for necessities and to allocate labor 
ko luxury goods and services. The 
onsumer by the same process is 
reed from necessitous choices and 
becomes capricious and critical. 
The worker is subjected to insecur- 
ity detached from personal faults 
or virtues; his morale and mental 
btability tend to break down. 

} Two alternative adjustments ap- 
ipear to be possible. One is mili- 
itarism, which largely eliminates 
icaprice and insecurity, with notable 
jimprovement of personal morale. 
Insanity is not reduced, however, 
but reappears in the behavior of 

the State as a whole. 
) The second alternative would 
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seem to be a form of democratic 
planning in which technology is 
subordinated to peaceful purposes. 
Certain large scale economic oper- 
ations will have to be centrally 
planned. On the other hand, those 
areas most affected by consumer 
caprice appear to be best adapted 
to uncentralized planning by de- 
tached independent managers. Cen- 
tral planning in regard to these 
areas will take the form of policies 
for protecting small business from 
undesirable interference, and for 
providing basic economic security 
and plentiful opportunity for em- 
ployment. The effect of these types 
of freedom will be to encourage 
the development of technology it- 
self, to promote flexibility of or- 
ganization and to protect society 
against the corporate and individ- 
ual maladjustments which are 
now becoming so serious a problem 
throughout the civilized world. 


The Human Capacity to Plan 


By 
HARLOW S. PERSON 


af pay] HE question is not whether 
3 4a) an individual has the ca- 
V2% pacity to plan, or whether 
limited groups of indi- 
viduals, such as military or indus- 
trial organizations, have such 
capacity. ‘The capacity of these in 
that respect has been demonstrated. 
The question is whether a demo- 
cratic society has the capacity to 
plan the processes of its economic 
activity, and in some measure to 
direct its development towards a 
desired objective, without losing 
the characteristics of democracy. 
That has not yet been demonstrated 
because it has not yet been at- 
tempted. Planning on such a scale 
has been attempted only after a 
social-political-economic debacle has 
forced totalitarian organization as 
the instrument of broad social- 
economic reconstruction, and the 
new totalitarian organization has 
turned to planning as the only tech- 
nique that can serve the purpose 
of its creation. The question really 
is: If a people has the capacity 
to use planning to regulate the 
processes of military organizations, 
industrial organizations and totali- 
tarian societies, does it not also 
possess the capacity to employ it 
to regulate the processes of a 
democracy ? 

There are three aspects of social- 
economic planning, pertinent to 


this question, concerning which\ 
there has been widespread lack of ‘} 
understanding. 


The Objective of Planning 


It is the assumption of man 
that the concept of planning in- 
volves the construction in great 
detail of a blue print of a desirec 
better society, and that the planning 
process consists of pre-determined 
manipulation of factors that will . 
directly and promptly create the 
better society. One wonders why | 
this idea should be entertained. 
Neither the military organization, — 
the industrial organization nor the 
totalitarian organization entertains 
it—or if the latter does at the be- 
ginning, it soon learns better, as is 
evidenced by changes in U.S. S. R. 
objectives and planning during the 
past twenty years. Each makes a 
hypothetical sketch of its objective, — 
and a tentative working plan—a_ 
base map—but realizing that it is” 
concerned with a dynamic environ- 
ment it expects continuous revision 
of this initial plan. The military 
organization makes a broad plan 
of strategic or tactical activities 
aimed to achieve a definite objective 
and the industrial organization 
makes schedules and budgets for 
months ahead, but each modifies 
its plan continuously in the light 


'f current operations. It is one 
hing to make a plan which it is 
Wssumed can be carried through 
immediately in every detail by ar- 
jitrary manipulations; it is an en- 
lirely different thing to make a plan 


Ind a guide to efforts towards its 
ichievement. ‘The social-economic 
lanning concept involves the latter 
iype of plan. 

IE 


| The Processes of Planning 


Planning i is carried on in a dy- 
amic environment; otherwise 
here would be no need to plan. 
jziven a formulated national policy 
Ind a guiding plan of its achieve- 
ment and maintenance, planning 
onsists of manipulation of factors 
at are subject to manipulation, 
‘nd adjustment to factors not sub- 
ct to manipulation in such manner 
at the total of manipulations 
id adjustments at any moment 
Moint towards maximum practicable 
ichievement of the desired objective 
5 conceived in terms of cumulative 
<perience and the situation of the 
foment. Because in a dynamic 
fhvironment change is continuous, 
hd many manipulatable and non- 
fanipulatable factors are changing 
{\ their nature, relations and pro- 
lbrtions, the planning process is 
the of continuous modification of 
fhanipulations and adjustments. 
le processes are comparable to 
those of the helmsman of a ship 
fbntinually turning the wheel to 
{just to change in wind or wave, 
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or to the course of another ship; 
the factory manager modifying pro- 
duction schedules to meet changes 
in demand revealed by analysis of 
current sales by items; the general 
making new dispositions of his 
troops to meet unexpected situa- 
tions; or a President of the United 
States adjusting his tactics to meet 
an effective influence on public 
opinion by intensive propaganda of 
the opposition. 

In genuine planning these manip- 
ulations and adjustments are not 
made blindly. The very basis of 
planning is adequate information 
derived from continuous research. 
The quality of any planning varies 
directly with the completeness and 
quality of available data and of 
their analysis. The purpose of such 
research is, first, to determine the 
desirability of achievement of the 
objective in terms of the factors 
involved—especially the human fac- 
tors—and the practicability of its 
achievement in terms of both human 
and impersonal factors. That plan- 
ning is initially defective which 
sets objectives which are not desired 
by those affected or are not attain- 
able. The wise planner, although 
he may see the ultimate desired goal, 
plans at any particular moment in 
terms of the immediately acceptable 
and attainable increment of it. 
Second ; the purpose of this research 
is, in connection with the determi- 
nation of practicability, to learn 
the nature of every factor, whether 
or not it is manipulatable, the 
modes of effective manipulation and 
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adjustment, and the consequences of 
manipulation of and adjustment to 
factors in their relationships. 

Planning as an organized process 
had its origin in military activity, 
but it did not attract attention 
and induce the concept of social- 
economic planning until it had been 
developed in industry by scientific 
management. The new element in 
scientific management is not the 
art of managing—that had always 
been done fairly well in terms of 
the information available—but the 
enlargement of information as the 
basis of the art of managing. When 
inductive science was introduced 
into the shop, the sales department 
and—to a limited extent—the gen- 
eral offices of industrial enterprises, 
the art of managing became more 
precise, economical and successful. 

It should not be inferred that 
scientists must be given legislative 
and administrative responsibilities 
in order to make research the basis 
of planning. Scientists are gen- 
erally not good legislators and 
administrators. The functions 
should be distinguished and segre- 
gated, but brought into a re-enforc- 
ing relationship. It means, simply, 
that legislators must provide for 
research to discover and evaluate 
facts and make advisory plans 
therefrom, which become the ma- 
terials of legislative and adminis- 
trative consideration. 

When the legislators and the 
administration of a democratic gov- 
ernment have more information at 
their command as a consequence 
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of purposefully organized pertinent 
record keeping and research, the 
managing of a people’s affairs willl 
be more precise, economical and 
successful. A stabilization—a bet+ 
ter balance and harmony of forces— 
a moving equilibrium—can be at+ 
tained. In respect of occasionah 
problems, segregated and not i 
their complete relationship, excel4 
lent research is now being done b 
government agencies. What is re+ 
quired, however, is a continuingg 
comprehensive research that accu 
mulates a fund of basic data whic 
reveals relationships and can be 
drawn on at any time. 3 


III 
The Organization of Planning 


There are many—among them 
studious (but not studious enough) 
writers on planning—who assume 
that planning involves arbitrary de= 
cisions and orders by some auto-~ 
cratic individual or group ; that this 
autocratic individual or group musti 
make decisions and issue detailed# 
instructions reaching to the outer- 
most unit activities of the managed 
enterprise or society. It is hard to 
account for this naive assumption. 
To be sure, the housewife, thes 
farmer, the small merchant, andé 
others managing similar personal 
activities, frequently plan and ex- 
ecute through arbitrary decisions 
and instructions; but this is not thet 
fact in military, industeha and other: 
group enterprises. The military) 
commander has his technical re~ 
search and advisory staffs, and hes 
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joes not make decisions and issue 
/mmands except in the light of 
nformation and provisional plans 
rovided by these associates. The 
ndustrial executive likewise does 
Jot act without the information 
ind provisional plans of his plan- 
ing units. A great industrial 
ader, the chief executive of an 
aterprise consisting of more than 
iscore of widely-distributed plants, 
1ce said—an exaggeration, of 
burse—that he did not have to 
ake decisions and plans any more 
that they came up to him ready- 
ade from his associates. It is ridic- 
Jous. to assume that the social- 
fonomic planning of a society 
fould be conducted otherwise. 
The essential organization element 
f social-economic planning must 
> a functionalized planning unit 
a continuing institutional mind 
Nhat does not change with political 
jladership—which gives the king in 
Hmonarchy, the group in an oligar- 
ay, or the legislative-executive in 
idemocracy, the essential informa- 
Hon and a recommended plan (defi- 
Nite at any moment, but changing 
ith changing conditions) as a basis 
fir their authoritative decisions and 
frovisions for execution. 
{) All the planning does not have 
§) be done by this major planning 
finctionary, or all the legislating 
this major legislative body, or 
Hil the executing by this major ex- 
utive. Organization for institu- 
onal planning and execution has 
byveloped along other lines. This 
illustrated by a General Motors. 
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General Motors plans the coordi- 
nated development and relations of 
all its constituent companies in gen- 
eral terms, giving each its general 
plan and instructions. The general 
administration of each of these con- 
stituent companies, under the gen- 
eral plan and instructions received 
from the parent company, makes 
general plans within the area of its 
responsibility and authority, which 
it passes along to its constituent 
operating departments. Each of 
these operating departments makes 
for itself more detailed plans, under 
the governing plans received from 
higher planes, for control of its 
operations. 

We observe here planes of plan- 
ning: a highest plane of over-all 
planning in general terms for the 
entire enterprise; a next higher 
plane of planning by a major di- 
vision carrying out in more detail 
the general plans received from the 
higher plane; and successive lower 
planes of planning, each carrying 
out in progressively greater detail 
the more general plan received from 
the next higher plane. On each 
plane is a corresponding related type 
of execution. This kind of organi- 
zation of planning provides for 
what some have termed strategic or 
key decisions, strategic or key plan- 
ning, and strategic or key groups of 
execution on the higher planes; 
with progressively more detailed de- 
cisions and executions on successive 
lower planes. Because it is typical 
of planning throughout industry 
and in all group enterprises, why 
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one should conceive social-economic 
planning in other organization 
terms is difficult to understand. 

Under such a form of organiza- 
tion, planning in the United States 
would involve a combination of 
Federal key decisions and plans 
through the Congress and the Presi- 
dent ; conforming State and regional 
decisions and plans—which would 
be detailed decisions and plans from 
the Federal point of view, but key 
decisions from the point of view 
of still smaller areas—and conform- 
ing decisions and plans in utmost 
detail in the thousand and one local 
areas in which unit plans are 
formulated and detailed execution 
is carried on. 


IV 


This means that social-economic 
planning would not be, any more 
than is General Motors planning, 
restricted by the limited capacity 
of one individual, for in a similar 
manner it would draw on the co- 
ordinated special intelligences of 
many individuals. It means that 
as the scale of planning progresses 
in complexity beyond the capacity 
of one or a few individuals to com- 
prehend, there is evolved pari passu 
an institutional mind, made up of 
the integrated capacities of many 
individuals, together capable of 
planning on the larger scale. It 
means that, as the facts bearing on 
the planning situation come from 
a larger area and become more com- 
plicated and beyond the capacity 
of an individual to ascertain and 
analyze, there is developed a flow 
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of data, analyses and - 
from the outermost unit situations 
to the strategic center, which willl}. 
make only key decisions in the light rf 
of these. Thus would the necessary 
intellectual apparatus be developedq) 
by experience. a? 
Most of the materials for social{} 
economic planning of the order heres . 
described are already in existence. 
The essential element lacking is theq, 
specialization of continued record} 
keeping, research and advisory 
planning in suitable functiona 
agencies, the provision of certair 
supplementary elements, and an in-§ 
tegration of the whole. Planning 
of a low order is now carried on 
in the United States; of a lowy 
order because it is uninformed and 
sporadic, plans only separate details¢, 
of national life, and does not effect 
balance and harmony among all de~ 
tails. The Congress and the Presi- 
dent plan; a state governor and a2 
state legislature plan ; Federal agen- 
cies and state agencies plan in detail. 
and execute plans; but because they; 


of a formulated national policy. 
What is required is reorganizatic 
of these loosely knit materials into 
an integrated functioning who 
guided by the information and ad- 
visory plans of specialized planning? 
units. If there were a competentt 
planning unit to inform and advi 
the Congress and the President, or 
to inform and advise each state gov- 
ernor, and one to inform and advis 


ch regional and functional agency 
hich may be established, and all 
tere integrated into an organic 
thole, the United States would be 
fell on the way to social-economic 
fanning, the quality of which 
tould improve with experience. 
A social-economic objective 
rould be formulated and manipula- 
jons and adjustments made cur- 
pntly to guide developments to- 
rards the objective, which itself 
Yould be more or less modified in 
the course of evolution of the so- 
ety. Bear in mind that planning 
‘a means to an end, not the end 
Iself,; although its research throws 
ght on what the objective should 
Ind may be. That is why it is us- 
vble in a democracy as well as in a 
espotism. Ina despotism planning 
rould serve despotic aims; in a 
Hemocracy, democratic aims—the 
pontaneous as well as the organ- 
ted expression of what the people 
Hesire. 
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ff Although, for instance, some er- 
Joneously assume that planning 
ust tell a people what they may 
lind must consume, planning in a 
fiemocracy would do exactly the 
ipposite—would ascertain what the 
jieople desire to consume and make 
jational fulfillment of that desire 
{| part of the objective. Except in 
‘he case of certain limited resources 
Mf which depletion should be re- 
tricted under a policy of conserva- 
lion, and in the case of similar 
imitations involved in national 
policy, planning would, by continu- 
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ous analysis of sales and other 
factors as indices of consumer de- 
sires and needs, be in a position to 
recommend policies and acts which 
would guide satisfaction of these. 
The planning of a nation would 
accomplish for all the people what 
the market research of some indus- 
trial enterprises now does on behalf 
of those who consume its products. 
The scale, not the objective or the 
technique, would be the something 
new. If institutions like the cur- 
rency, the banking system, corpo- 
rate organization and privileges, 
investment, prices, production con- 
trol, wages, and so on, should 
interfere with fulfillment of the 
people’s desires, the researches of 
planning would indicate ways and 
means of manipulating and adjust- 
ing them. 

The capacity to plan has been 
demonstrated in the small enter-— 
prise, in the large one-plant enter- 
prise, and in the large multiplant 
enterprise. In these demonstra- 
tions the possibility of democratic 
planning — general participation 
through representation—has been 
proved; it has been proved that 
planning is smoother in operation 
and more effective in democratic 
organizations where the desire to 
have the benefits of planning is 
present, than in despotic organiza- 
tions. The technique of planning 
can be applied on larger scales—on 
the scale of a nation’s activities— 
if inspired by a general desire to 
enjoy its benefits. The immediate 
issue really is not whether a people 
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is able to plan, but whether it de- 
sires to enjoy its benefits. While 
such planning may deprive a few 
citizens of certain opportunities and 
privileges — practically none of 
which have social value and many 
of which are anti-social—it would 
increase the security and enlarge 
the freedom of many. 

And the ultimate issue is mo- 
mentous. If we would preserve 
our democratic institutions, democ- 
racies must apply and develop their 
capacity to plan. People will not 
tolerate for long the increasing con- 


fusion and economic insecurity of 
an environment which has lost it¢§ 
capacity for spontaneous recovery. 
Abstract concepts of liberalism an 
freedom will not survive the pr 
sure of an insistence on economic 
security if the nations cherishin 
the former do not provide for th 
latter. The leaders in a democrac 
must help the people to understand,! 
desire and provide for the stabiliz- 
ing benefits of social-economic plan- 
ning, or the people will blindly and 
impulsively resort to a totalitarian-. 
ism which will plan—arbitrarily. — 
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vER a decade ago Mary 
P. Follett prepared a 
paper with the above 
title. It is believed that 
Mr. Walter Lippman has never 
lad the opportunity of reading 
is paper. This is to be regretted, 
fecause that article is one of those 
fre writings on business and social 
icganization in which the thought 
ind expression catch up with our 
‘ctual practice. 

In his work, The Good Society, 
r. Lippman states that all plan- 
ers believe that the fact of machine 
chnology necessitates. authorita- 
ian control. “‘All agree,” he 
rites, ‘that in the recent progress 
if technology there is some kind 
deep necessity which compels 
ankind to magnify the sovereignty 
f officials and to intensify their 
tervention in affairs.” ‘This im- 
ies that planning means the con- 
lentration of authority, the estab- 
ishment of a bureaucracy devoted 
» routine, the imposition of tech- 
lical rigidity and-~ intellectual 
Jondage. 

| Mr. Lippman is a friend of 
Ihodern, dynamic technology. He 
lelieves firmly in the division of 
Abor as the very essence of the 
‘ew society, and he would be the 


The Illusion of Final Authority 


By 
E. J. COIL 


last to deny that power technology 
has created a specialization of ac- 
tivity and a condition of mutual 
dependency. The industrial econ- 
omy rests on organic concepts of 
adaptation, interdependency, and 
reciprocal relations. ‘The very 
existence of power production 
depends on integration, on the 
harmonious functioning of all 
contributing parts. Within itself, 
technology demands orderly ar- 
rangements, coordinated opera- 
tions. 

What Mr. Lippman fails to 
recognize is that the division of 
labor created by large sectors of 
our technology lies within an ad- 
ministrative structure. Whether 
the purpose be an industrial product 
or a public service, the organiza- 
tion is characterized as administra- 
tive rather than atomistic. The 
interdependencies within an ad- 
ministrative structure are not in- 
itiated and coordinated by 
individuals responding to the op- 
portunities and compulsions of a 
price system. Rather, the relation- 
ships are the direct product of 
allocated functions and authorities. 
Administrative structures have the 
characteristic of being consciously 
created—whether wisely so or not. 
The fountain-head of interrelation- 
ships is human decision and not 
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individual responses to impersonal 
economic forces. These relations 
are established by making deci- 
sions, designing arrangements, 
creating facilities, issuing instruc- 
tions, integrating duties, and 
checking performance. Response is 
not to an impersonal environment, 
but to personal direction. 

It is strange that Mr. Lippman 
fails to see the administrative sig- 
nificance of the corporation. Al- 
though he deplores the trust and 
monopoly features of corporate 
growth, he completely misses the 
significance of a quotation he uses 
from Nicholas Murray Butler, who 
said: “Even steam and electricity 
are far less important than the 
limited liability corporation, and 
they would be reduced to com- 
parative impotence without it.” 


II 


Administration is the conscious 
coordination of the energies of in- 
dividuals. This coordination is the 
very essence of organization. As 
the concept of organization implies 
a division of labor, it also implies 
the synthesis of that labor as being 
essential to the attainment of a 
contemplated objective. If an or- 
ganization is to operate in an 
effective and purposive manner, 
there must be a process, rational 
in character, for coordination 
throughout the entire structure of 
the organized body. 

It is a commonly held, but ex- 
tremely erroneous, belief that 
coordination arises from a single, 
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central, ultimate center of controbp; 
To many, coordination has alway  ® 
been synonymous with commana, 
and identified with the personalitt . 
of the chief executive. This ye ‘ 
cept, coming largely from politicag, 
science, is an outworn inheritancg . 
of studies in sovereignty. It is :f 
concept of arbitrary authority, th: 
authority of one man alone and 
of men working in associatio 
“L’etat cest moi” describes :f 
medieval, not an industrial societyy 
Not only does specialization ° 
work create distinct functional ret 
sponsibilities, but it also crea 
distinct authorities residing 
functions. Technology not only 
implies but requires for its main® 
tenance that authority go vi 
knowledge and experience. bo | 
political scientist, the term “‘centraa 
control” means the chief executives 
but in management, it is a techni} 
cal expression “indicating tha 
points where knowledge and ex 
perience on the matter in questior 
are brought to a focus.” I 
recognized that authority is deni 
from function, the tendency in 
creases for responsibility to be 
borne by those with special knowl4 
edge rather than by the man at th 
top because of his official title. 


III 


Eleven years ago Mary Follet 
said, “So much goes to contribut 


part which the executive head takes 
in them, which is indeed someti: 
merely the official promulgation o: 


Wdecision, that the conception of 
hal authority is losing its force 
'the present organization of busi- 
ss. This is as true of other 
ecutives as of the head. I have 
jen an executive feel a little self- 
portant over a decision he had 
ade, when that decision had 
lally come to him ready made. 
jn executive decision is a moment 
)a process. The growth of a de- 
sion, the accumulation of author- 
y, not the final step, is what we 
ed most to study.” 

The significance of this illusion 
garding final authority is two- 
d. In the first place, as re- 
jonsibility is diffused, coordination 
eans not only the interweaving 
functions, but also the inter- 
saving of authorities. Many 
litical and economic problems 
ve become technical problems, so 
& are dependent on the techni- 
tin’s judgment as to what we 
ight to do, as well as to how it 
Would be done. Truly productive 
ganization requires the services 
administrative technicians. The 
Wrerweaving of these authorities 
along the line produces, there- 
e, no supreme control, but cu- 
tulative authority. 

jAnd secondly, the diffusion of 
thority promotes rather than 
bs the liberty of mind without 
ich the technician is inconceiv- 
We. It was not through the ulti- 
late authority of ethical or 
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mystical generalizations that man 
has developed his technology, but 
only by stepping aside and imper- 
sonally viewing the relationships 
formed in the natural world about 
him, 

If technological advance is to be 
maintained, and the present gains 
utilized, the mentality of the physi- 
cal sciences must be extended to the 
creation and operation of social 
institutions. It is these institutions 
and the social organization which 
stimulate the adoption of technol- 
ogy, integrate its processes, and 
measure and distribute its product. 
These give life to the physical 
machine, and bring forth or restrict 
the flow of goods therefrom. 

Planning not only implies but 
requires the extension of the scien- 
tific, objective attitude-of-mind to 
the plane of human relationships. 
It means the study of our institu- 
tions as technical problems, the 
seeking of economic balance 
through determinable and measur- 
able relationships. It assumes that 
order in human relations is not pre- 
ordained but something to be 
consciously created. 

If the potential benefits of divi- 
sion of labor are to be realized as 
Mr. Lippman desires, the adminis- 
trative structure must provide a 
planning and coordinating process 
consistent with democracy and op- 
posed to arbitrary concentration of 
authority. 
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Economic Planning and Interna- 
tional Order. By Lionel 
Robbins. London: Macmillan 
& Co., 1937. pp. xv and 330. 
$2.50. 

Lionel Robbins is Professor of 
Economics in the University of 
London. He is also author of The 
Great Depression (1934). 

The argument of this book falls 
into three main parts. Part One 
discusses the nature and _inter- 
national significance of different 
types of “independent national 
planning” —tariffs, subsidies, quo- 
tas, control of investment and 
foreign exchange, restriction of im- 
migration, trade monopolies, and 
complete national socialism. Part 
Two discusses various proposals for 
international control of particular 
sections of the economic domain— 
trade agreements and _ regional 
grouping, international regulation 
of particular lines of production, 
and international equalization of 
wages and hours. Part Three dis- 
cusses the problems of “complete 
international planning’ on both 
socialist and liberal lines. There 
is also a chapter on international 
money, and a final chapter which 
analyzes the conflicts between na- 
tionalism and the needs of an inter- 
national order. Particular atten- 
tion is paid throughout the argu- 
ment to the effects of international 
political relations of the different 
types of policy discussed. 


Unlike certain economists wif 
cautiously refrain from offering a 
positive guidance to public poliaf® 
Professor Robbins does not hesita 
to affirm the faith that is in his 
His frame of reference is Englil 
classical economics. 

However relevant the principb}’ 
of liberal internationalism were 
the circumstances of 19th centu 
England, no reputable economia 
would deny that they do not 
scribe the reality of conditio 
today. 

Professor Robbins admits thi 
He does not claim that intern: 
tional liberalism is a plan that hi 
been tried and failed. “It is a pla 
which has never been carrie 
through—a revolution crushed E 
reaction ere it had time to be fulll 
tested. It is not liberal institution: 
but the absence of such institutior 
which is responsible for the chac 
of today.” 

The author would have e 
government extend a free hanc 
without restriction of trade, inves 
ment, or migration, to the maxk 
mum development of the value 
the fixed resources within its bor: 
ders. In order to avoid the danget 
of war due to differential advant 
tages and gains, he would set uy 
a world polity to match the worlc 
economy, organize a World Fed 
eration on the American model 
and provide a framework of inter 
national security appropriate to the 


fective working of the system of 
e markets and private property 
requiring the national states to 


ither alliance nor complete uni- 
ation, but Federation; neither 
tenbund, nor Einheitsstaat, but 
ndesstaat.” 

The liberal ideology was adapted 
the characteristics of capitalist 
velopment in an age of interna- 
nal specialization and interde- 
adence in a world-wide economy. 
storic liberalism is losing much 
its erstwhile validity, and the 
a that international peace can 


ly be assured by maximum di- 
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vision of labor with free trade may 
prove erroneous. 

“Tt is sad,” wrote John Strachey 
in The Coming Struggle for Power, 
“though it is explicable, and indeed 
inevitable, that so much _ talent 
should be lavished by these able 
economists on a cause lost these 
thirty years. .. . Even the ghosts 
of these ideas do not walk. ‘They 
are laid forever. For the epoch of 
human history and the material 
conditions which alone gave them 
life have passed away down the 
irreversible stream of time. Only 
the least historically minded men 
on earth, only English economists, 
could dream of their resurrection.” 

GeorceE B. GALLoway. 


Miscellany 3 . 


The forthcoming February issue 
of PLan AcE will be devoted to 
Planning the Effective Mainte- 
nance of Public Health—toward a 
national health policy integrating 
both the health and sickness services 
and supplying economically the 
health needs of all the people. It 
will contain articles on the costs of 
medical care, the role of the Fed- 
eral Government in the provision 
of medical treatment, present trends 
in private practice and the evolu- 
tion of group medicine. 

[BP Yay 

PEP has devoted the November 
2 and November 16 numbers of its 
broadsheet Planning to a summary 
of its new 200,000-word Report on 
the British Health Services. We 
quote the last broadsheet: 

“What does the Report show? 
To sum it up, it describes how a be- 
wildering variety of agencies, offi- 
cial and unofficial, have been 
created during the past two or 
three generations to work for 
health mainly by the negative 
means of attacking specific diseases 
and disabilities as they occur, and 
by maintaining the sufferers. Toa 
much more limited extent attempts 
have successfully been made to find 
out and eradicate the social and 
economic causes of sickness and dis- 
ability, such as bad housing, sani- 
tation and water supply, and dan- 
gerous or unhealthy working 
conditions. 

“Although all these efforts have 
had remarkable results, they have 
failed to give the nation an accept- 
able measure of good health or to 


reduce the economic burden of sic} 
ness and accidents. Perhaps tk 
most fundamental defect in the e2p 
isting system is that it is oveq: 
whelmingly preoccupied with mauf- 
ifest and advanced diseases or diss 
bilities and is more interested i 
enabling the sufferers to go on fun 
tioning in society somehow than i 
studying the nature of health a 
the means of producing and main, 
taining it. From this it naturalll} 
follows that millions of pounds ang 
spent in looking after and trying 1} 
cure the victims of accidents ai 
illnesses which need never hav 
occurred if a fraction of thi 
amount of intelligence and mone@ 
had been devoted to tracing tk 
social and economic causes of thip 
trouble and making the necessarm™ 
readjustments.” a 


AT APA 
The Report of ESPA’s Com 


mittee on the Maintenance ic | 
American Neutrality met with 
very favorable reception and iti 
publication was widely noted 
newspapers and magazines. ‘Th 
success of the textile industry an: 
neutrality policy committees ha 
been very encouraging. Othe 
committees now being organized o¢ 
in prospect will be concerned wit! 
present population policies, contrac 
of business and industrial fluctua 
tions, the place of labor in — 
planned economy, the general sta 
in public administration, institv 
tional aspects of regional planning 
and the American communicatior 
system. 
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are on the threshold of 
important changes in the 
economic arrangements 
the provision of medical service. 
is apparent that the public, in 
reasing degree, believes that 
ething is wrong with the pres- 
situation, although it has not 
- decided exactly what, or in 
hat direction remedy is to be 
nd. The medical profession, 
sing this attitude, is divided in 
councils; some physicians are 
- rushing to the ramparts to de- 
id the status quo, while others 
ze the profession to take the lead 
Ustudying the situation and find- 
+ a solution. Already certain 


as possible indicators of a trend. 
ressure for changes in the ex- 
Hing economic arrangements of 
Wdicine, in the last analysis, ap- 
rs to arise from very much the 


i) the changes now taking place— 
{1 at an increasing tempo— 
Houghout the entire economic 
*tem. In general, though this is 


Formerly with the research staff of 
‘} Committee on the Costs of Medical 
“re. Mr. Reed is the author of Health 
Wurance: The Next Step in Social Se- 
jity, Harpers, 1938. 


Medicine In Transition 
By 


REED * 


breath-taking social and economic 
changes taking place here and there 
throughout the world seem to be 
due mainly to two factors. One 
is the necessity of adjusting social 
and economic arrangements so as 
to bring these into harmony with 
present industrial technology—in 
other words, of accommodating 
these arrangements to the tre- 
mendous changes in science and 
industry which have taken place 
during the past decades. The sec- 
ond factor appears to be a demand 
of the masses of the population for 
more of the good things of life, a 
demand—democratic in nature— 
that all should share in the benefits 
made possible by modern science 
and industrial technology. 


I 


Pressure for changes in the eco- 
nomic organization of medicine pro- 
ceeds mainly from the same factors. 
A growing incompatibility of the 
customary economic arrangements 
for the payment of medical service 
and changed medical technology 
create difficulties for both ‘‘con- 
sumers”’ and “producers.” Also, 
the public is becoming increasingly 
aware of the possibilities and bene- 
fits of present-day medical science, 
and is demanding that these benefits 
be available to all. 
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Concretely, from the consumer’s 
standpoint, there are two things 
wrong in the present situation. 
First, there is the fact that medical 
care costs too much. The average 
citizen finds that its price is out 
of proportion to his purse; he can- 
not do without it—there are times 
when his very life depends upon 
it—but he finds that he must pur- 
chase it at a price which is more 
than he can afford. Consequently, 
he complains about the “high cost 
of medical care.’”’ Secondly, a great 
many individuals are not getting 
the medical care they need and 
want. In general, and though 
there are some exceptions, the gap 
between what people need and what 
they get is greatest at the lowest 
income levels and narrows as in- 
come rises. While this is true, it 
is also true that those whose needs 
come closest to being met are prob- 
ably most conscious of the in- 
adequacy of the medical care avail- 
able to them, while those whose 
unmet needs are greatest are least 
aware of it. Probably no group 
has so little realization of the in- 
adequacies of the medical care 
which it receives, or, more exactly, 
of what it lacks by way of medical 
care, as the Negroes of, say, Mis- 
sissippi, one-third of whom die 
without medical care even in their 
fatal illness. ‘The mass of the pop- 
ulation from the top down is grad- 
ually becoming conscious of its 
need for more and better medical 
care—just as it is becoming con- 
scious of the need for more and 
better housing—and as this con- 
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sciousness grows, so will the prep 
sure for change be intensified. 

During the past few decades thife 
customary method of payment fcq@ 
medical service, that is, payment big 
fee for service as rendered, hag 
come to be more and more out c@ 
harmony with the technology cq@ 
medicine. ‘The situation has novp 
reached a point where it creates 
social problem of the first ranhf 
Ironically enough, it is the medicagt 
profession which has created thi 
problem through its own technicaf 
accomplishments. | 

There has probably been greate 
progress in medicine in the last 7 
years than in all previous time pug 
together. Many diseases whic@ 
formerly baffled the physician now 
yield to his skill; new methods c@ 
diagnosing disease, new methods c@ 
treating it have been discoverec 
The advance in knowledge ha 
created the need for specialization | 
for no one physician can now hopf 
to obtain a mastery of all medica 
knowledge, or to become proficiemr 
in all the techniques necessary 
its application. ‘The modern phy) 
sician is an exceedingly high 
trained person and his training 7 
both long and expensive. Begi I 
ning to earn relatively late in lifé 
the physician must then earn at 
relatively high rate in order to re 
ceive a fair return over the norma 
working span. ‘The advance i 
knowledge has created the hospite 
as the place where serious sicknes 
is treated—in 1870, there were hi 
149 hospitals with 6, 000 beds; now 
there are almost 7, 000 and. thee 
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ave over 1,000,000 beds. It has 
frought into being the trained 
jurse, the laboratory, the X-ray, 
Wxpensive drugs and_ therapeutic 
igents—in short, the whole com- 
ilex of highly trained personnel and 
xtensive and expensive facilities, 
ds and equipment which make 
wssible modern medical care. 

As the efficacy of medical service 
jas increased, so has its cost. It 
ssults that, frequently, a patient 
ill need medical care costing hun- 
reds or even thousands of dollars. 
This care will cost so much, not 
&cause the charge of doctors or 
pspitals or nurses is unreasonable, 
it just simply because a great deal 
very refined and highly skilled 
dividual service is necessary, and 
ich service is inherently expensive. 
or the patient the purchase of this 
Mire is virtually compulsory, for 
is life hangs in the balance. Yet 
Bere are few who in a serious 
ckness can afford the price of the 
rvice necessary to make them 
Ahole. 

1) There is now almost no limit 
the amount or cost of the medi- 
Wil care which may be necessary 
a particular illness or accident. 
th a recent workmen’s compensa- 
tpn case, an injured worker re- 
lived medical care costing $30,000. 
Ulnesses requiring service costing 
j} the thousands of dollars are not 
Jrities. At prevailing minimum 
jjarges in urban areas, an operation 
fir appendicitis and the attendant 
\irvices is apt to cost $200 or more; 
ase of cancer may mean medical 
Mls amounting to more than 
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$1,000. In short, all except the 
very wealthy live under the possi- 
bility that they may fall ill and re- 
quire medical service costing more 
than the amount of their entire 
year’s income, perhaps more than 
any amount which they have saved 
or could hope to save. 

Various surveys give some idea 
of the mathematical probabilities 
of any given family in a given 
year being forced to incur catas- 
trophic medical costs. One exam- 
ple will suffice. In 1928-31, urban 
families with incomes of $1,200 to 
$2,000 annually, incurred medical 
costs in a year’s period amounting 
to approximately $75 each on the 
average, this being a little less than 
5 per cent of income. However, 
of 1,000 families, 620 had medical 
expenses for the year of less than 
$60; 300 incurred costs of from 
$60 to $200, and 80 had expenses 
running from $200 to over $1,000. 
Of the 1,000 families, 20 had medi- 
cal bills ranging from $400 to over 
$1,000. Such bills, if paid, would 
have absorbed from a third to a 
half or more of the family’s entire 
annual income. The number of 
families burdened with high medi- 
cal costs is lower than it would be 
were it not for the fact that some 
families, seeing that they are unable 
to pay for the medical care they 
need, apply for charity care, while 
still others forego the medical ser- 
vice they need. 

It is apparent that it is difficult 
for a family to purchase medical 
care when its requirements are not 
predictable in advance, and the 
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money outlay necessitated may 
fluctuate from zero to very large 
sums. It may well be that people 
should save against the possibility 
of illness, but, as a matter of fact, 
they do not. Even against the 
known needs of old age, reliance 
upon the individual’s proclivity or 
ability to save, we have found, is 
not enough. The results of this 
situation are bad all around. It 
causes people to go without or to 
defer getting needed care. It 
greatly increases the load of charity 
medical work ; it forces many people 
who are entirely self-supporting 
with respect to everything else, and 
who could pay their way in medical 
care if only they could make regular 
advance provision, to become sup- 
plicants for charity when serious 
sickness strikes. Every hospital su- 
perintendent knows that many of 
his free or part-pay beds are occu- 
pied by people who could well af- 
ford to pay the small monthly pre- 
miums of hospital care insurance. 

In short, as a result of advances 
in medicine, the individual method 
of payment for medical care has 
become unworkable; if people are 
going to be able to pay for medical 
care, the cost must be evened out 
through insurance so that medical 
care, as a vital necessity of life, may 
present its claims regularly on the 
family income along with food and 
shelter. 


II 


A more important aspect of the 
problem is that a large proportion 
of the population does not receive 


PLAN AGE 


adequate or proper medical carefy 
Public health officials estimate tha 
half of the 70,000 annual deatt 
from tuberculosis and at least onaft 
third of the 134,000 annual death 
from cancer could be preventec® 
If every mother in this countr® 
received adequate prenatal careg 
proper obstetrical care, and post 
natal care, at least half of t 
13,000 women who die in chilc 
birth each year could be saved. Il 
view of the fact that some commu 
nities have achieved an infant mop 
tality rate of only 3 per hundrec@ 
there is no excuse for rates of 1} 
or 15 per hundred in other co 
munities. If the United State@ 
does as well as Sweden in handlin® 
syphilis, this country will have onl) 
8,000 new cases of syphilis yearl® 
instead of the present 700,000. 4 
considerable portion of the popu 
lation suffers from remedial inm 
pairments and defects which inter 
fere with efficiency and happiness 
It is a fact, not sufficiently knowr 
or appreciated, that approximatel] 
25 per cent of our young meer 
drafted for service in the World 
War had to be rejected as unfif 
for military duty. Dental care i 
a necessary health service, yet sur 
vey after survey has shown thai 
only the wealthiest 10 or 15 peg 
cent receive dental care ape 
proaching adequacy, and that th: 
mass of the population goes virt 
tually without. i 
Medical care is a commodit 
and, like other commodities, thoss 
get it who have the price and, iti 
‘ 
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neral, those go without who are 
hhable to pay for it. 

j Urban areas have a stratum of 
ealthy individuals who in one way 
j another help to pay for medical 
ire for the poor. The old saw 
fout it being the very wealthy 
d the very poor who receive the 
st medical care does contain some 
ements of truth. Let the indigent 
tient be an interesting case, and 
the happens to go to a teaching 
ispital, he will probably receive 
Icellent care; let his illness be an 
dinary one and let him go to a 
n-teaching hospital and he may 
eive hurried and _ impersonal 
vice. 

What is the explanation of this 
ation ? 

HAt bottom, it is a matter of cost. 
Wen in 1929, probably one-half 
the population was too poor to 
Bord the cost of adequate medical 
e. The concept of adequate 
®dical care is necessarily a rather 
Szue one, and only meagre data 
on hand to indicate what the 
capita cost of furnishing ad- 
ate medical care to a represent- 
ive population would be. From 
eys of various organized medi- 
L services, it may be estimated 
fat, as of 1929, the cost of pro- 
ling reasonably adequate medical 
ire, exclusive of dentistry, would 
M about $20 per capita, probably 
Wlittle more than this in urban 
\itricts and somewhat less than 
is in rural areas. Adequate den- 
§) care—even after all accumu- 
Wed defects have been taken care 
could hardly be furnished for 
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less than $7.50 per capita per 
annum. The cost of both would be 
approximately $27.50 per capita per 
annum, or approximately $113 per 
year for the average family with 
its 4.1 members. 

This figure may be compared 
with what families on different in- 
come levels now spend for medical 
care. In 1929, the Committee on 
the Costs of Medical Care found 
that families with annual incomes 
of about $1,000 were spending $47 
a year, on the average, for medical 
care; those with incomes at the 
$1,500 level were spending $63 on 
the average; those with incomes 
of $2,000, $79; those with incomes 
of $2,500, $96; and it was not 
until family income reached the 
$3,000 level that families were 
spending amounts equal to or 
greater than the cost of adequate 
care. 

Can families in the lower income 
brackets increase their present ex- 
penditures for medical care by 
enough more to enable them to 
purchase adequate medical care? 
As to the extent to which this 
is possible, there will doubtless be 
differences of opinion. It may well 
be possible through education to 
persuade people with incomes of 
$1,000, $1,500, etc., to spend more 
for medical care than at present. 
Any system which makes it possible 
for people to pay for care on a reg- 
ular periodic basis may well lead 
to increased total expenditures for 
this item. But somewhere on the 
income scale there is a point at 
which people could not increase 
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their outlay for medical care by 
enough to purchase adequate care 
without sacrificing things which, in 
the long run, are just as necessary 
for decent healthy living. Where 
is that point? The writer would 
be inclined to place it as somewhere 
between the $1,500 and $2,000 in- 
come level. In 1929, 42 per cent 
of all families had incomes under 
$1,500, and 60 per cent had in- 
comes under $2,000. Accordingly, 
a fair conclusion from the available 
data seems to be that something like 
one-half of the population, even in 
a prosperous year like 1929, is too 
poor to afford the full cost of ad- 
equate care, even if that care were 
to be paid for on an insurance 
basis and provided with maximum 
efficiency. 

This poverty of the mass of the 
population in relation to the cost 
of proper medical care is the crux 
of the whole problem. 


Ill 


Much has already been done to 
bridge the gap between what people 
need by way of medical care and 
what they can pay for. Through 
both private and governmental ac- 
tion, a great deal of medical care 
is now provided free of charge or 
at less than cost to the needy or 
the medically indigent. Naturally, 
the provision of free service has 
been greatest in those conditions or 
diseases where the cost is highest. 
A very large portion of the popula- 
tion is indigent in the face of 
chronic illness requiring long- 
continued and expensive institu- 
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tional care. ‘This helps to expla i 
how it is that practically all inst 
tutional care for patients with meepw 
tal disease and over 80 per cer# 
of all institutional care for patien® 
with tuberculosis is provided in goo" 
ernmental hospitals supported a 
most entirely from tax funds. .- 
large proportion of all general 
pital care is now provided free « 
charge. Thus, the 1928-31 survep 
of the Committee on the Costs « 
Medical Care showed that in 5% 
per cent of the cases of hospitalize 
illness among families with inp 
comes under $1,200, the inde 
vidual received free care; amorm 
familes with incomes of fro: ) 
$1,200 to $2,000, free care 
received in 23 per cent me " 
cases. In 1923, 2,294 general ho 


general hospitals reported that 3 
per cent of all patient days of ca: 
were rendered to free patients. I 
some of the large cities of the Ea@ 
which have extensive public hosp 


out charge. In New York et 
in 1934, 72 per cent of all ae i 


general hospitals of the city 
rendered to “free” patients. 

The larger portion of this tr 
mendous volume of free hospit' 
care is provided by public hospitaz 
and paid for out of taxation; a po 
tion is provided by voluntary hox 
pitals which are reimbursed out ‘ 
tax funds for the cost so invel 
the remainder is provided by ‘t 


luntary hospitals and the cost is 
re, in one way or another, by 
aritable contributions, i. e., com- 
linity chest contributions, gifts 
d legacies, and income from en- 
twments. In ever increasing de- 
lee, funds from these sources 
ailable for provision of free care 
ie proving inadequate, and more 
id more it devolves upon govern- 
nt to finance the increasing bur- 
n of free hospital care. 

iMedical service for patients in 
» free wards of hospitals, both 
iblic and private, is provided, as 
igeneral rule, by physicians who 
1ate their services. In addition, 
ysicians provide a large volume 
service to non-hospitalized pa- 
ts for which they receive no 
urn. Counting free work in the 
spitals, service given without 
arge and service for which a 
urge is made but not collected, 
medical profession provides 
mething like $300,000,000 worth 
service annually for which no 
ect return is received. 

There are differences of opinion 
to just who bears the cost of 
s free care. The medical pro- 
sion considers that it bears the 
it; that in providing this service 
is making a huge charity dona- 
m. As against this opinion, two 
tors must be taken into consid- 
tion. The first of these is that 
ileast before the depression, the 
ddical profession, taken as a 
ole, appeared to obtain adequate 
ouneration. ‘The second factor 
hat physicians are accustomed 
charging their patients in ac- 
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cordance with ability to pay. High 
fees charged the wealthy are ex- 
plained or excused by the physician 
on the ground that such fees enable 
him to give his services free to the 
poor. In general, analysis of the 
situation would seem to lead to 
the conclusion that, at least prior 
to the depression, the cost of the 
free services of physicians was borne 
by their paying patients. Since 
1929, as indicated by the low in- 
comes of physicians, the profession 
has been unable to pass on to the 
public all of the cost of its free 
services, and has had to bear part 
of the cost itself. 

The profession has now begun 
to find this load unbearable. More 
and more physicians are demanding 
that they be paid for their services 
to the indigent. The necessary 
funds can come only from govern- 
ment. As this comes about, it will 
mean that government, instead of 
the medical profession, taxes the 
wealthy to pay for medical care 
for those in the lower income 
brackets. 


IV 


So much by way of diagnosis. 
Assuming the foregoing analysis to 
be correct, it would appear that 
solution of the problem of medical 
care requires the application of two 
principles: (1) medical care must 
be paid for in such a manner that 
the individual pays a fixed sum, 
regularly (i. e., either through in- 
surance or taxation) ; and (2) the 
well-to-do portion of the popula- 
tion must bear part of the cost of 
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medical care for those in the lower 
income brackets. Neither of these 
principles is new. In reality, what 
is required is extended utilization 
of these principles. 

European countries have gener- 
ally attempted to solve this prob- 
lem through the establishment of 
compulsory health insurance. In 
general, these schemes represent 
nothing more than new ways of 
paying for medical care; they leave 
the institution of private practice 
untouched. Under these schemes, 
the physician still practices as be- 
fore, only he is paid not directly 
by the individual patient, but out 
of a fund built up, in the main, 
from the contributions of in- 
sured persons and their employers. 
Among American students, there is 
considerable difference of opinion 
as to how well these schemes work, 
and what their effect is upon the 
physician and the quality of service 
he provides. Among Europeans, 
there appears to be far less differ- 
ence of opinion. At any rate, these 
facts are plain. One country after 
another, with the experience of 
other countries before it, has 
adopted this system; no country 
having established a compulsory 
health insurance system has re- 
traced its steps, and, in every coun- 
try, the trend is toward expansion 
of the scheme—expansion in the 
sense of embracing new portions of 
the population and providing more 
complete medical care. 

In this country, many different 
avenues of change are open. On 
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the whole, however, these tend t¢ 
group themselves under two apgih 
proaches: (1) health insurance 
which all experience indicates musq# 
be compulsory to be effective, anaff 
(2) the extension of public medica 
services financed out of general ta 
ation. The difference between th’ 
two is mainly that in health ing 
surance the care is financed largel]§ 
by direct ear-marked contribution 
from persons covered. Suchscheme 
must accordingly be confined tp 
those from whom such contribu 
tions can be easily and inexpensivel. 7 
collected, i. e., in the main to er 
ployed persons only, and this is 
limitation. + 
The basis for development alon: 
either line now exists in this cour 
try. In practically all instance 
abroad, insurance was made connp 
pulsory only after a considerabli 
amount of voluntary insurance haa, 
developed. Voluntary health i 
surance is now developing rapidl’ 
in this country. Within seven years 
the number of subscribers to hos® 
pital care insurance plans has grow 
from a few thousands to over 
million and a half. At present thay 
plans are growing with express 
train speed. This developme 
seems to be wholly beneficial. | 
meets with the approval of thi 
public, the hospitals, and the med 
cal profession, With unimportans 
exceptions, the plans have devel 
oped on a community-wide ane 
non- -profit basis. With the princi 
ple of insurance thus being appliec 
so successfully to the purchase oo 
hospital care, extension of the plan: 
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cover physicians’ services in the 
pspital appears likely. 

Hospital care insurance is a de- 
elopment with tremendous possi- 
Rlities. It would be difficult, in- 
ted, to overestimate its importance. 
t compulsory health insurance de- 
rlops in this country, it is very 
kely that this hospital care in- 
mrance will be its basis. 

As to the other course of devel- 
ment, already there are substan- 
lal beginnings. As we have seen, 
fe vast bulk of all institutional 
ire for those with mental disease 
nd tuberculosis is now financed 
irough taxation. Exclusive of 
pspital facilities for these two dis- 
ases, 43 per cent of all hospital 
tds are in government hospitals, 
d such hospitals now provide ap- 
oximately one-half of the total 
ys of service rendered. Hospital 
ilities under government control 
e increasing far more rapidly than 
ose under non-government con- 
ol. Thus from 1923 to 1935, 
clusive, the number of beds in 
vernment hospitals increased by 
per cent, as against 17 per cent 
r non-government hospitals. All 
d, of the $3,200,000,000 spent 
1936 for medical care, $516,- 
70,000 or 16.1 per cent of the 
tal came from tax funds. 
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The terms “compulsory health 
insurance” or “public medical ser- 
vice” define merely ways of paying 
for medical care, not how doctors 
are organized to give their services. 
Many doctors believe that advances 
in medical technology of the past 50: 
or 75 years have largely rendered 
unsuitable the method of individual 
private practice by which, from 
time immemorial, the physician has 
given his services. In the opinion 
of these physicians, the effective 
unit in the provision of medical 
care is not the physician working 
by himself, but the team of physi- 
cians working as an organized 
group. Howsoever methods of 
paying for medical care change, 
those changes must make their peace 
with this factor. 

In summary, solution of our pres- 
ent problem of medical care re- 
quires change of great scope and 
magnitude. It appears that any 
solution must embrace two princi- 
ples: (1) payment for medical care 
on a regular period basis, and (2) 
payment in accordance with ability 
to pay. The working out of ar- 
rangements embodying these stipu- 
lations suitable for different locali- 
ties is a problem in social engineer- 
ing of the first rank. 


: 
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Income and Health 1 
By i 

GEORGE ST. J. PERROTT * : 


GIVEN the most casual ob- 
server of the social scene 
recognizes the obstacles 
to good health presented 
by inadequate food, bad housing, a 
poor working environment, and 
fear, or actuality, of unemploy- 
ment. ‘These conditions represent 
the way of life of a large proportion 
of our people, and preliminary re- 
sults of the National Health Sur- 
vey indicate that this “lower third” 
isno mere abstraction. In an urban 
population of some two and a 
quarter million persons canvassed 
in this Survey, about 40 per cent 
were found in families with annual 
incomes under $1,000. Almost 
one-half of this group had received 
relief at some time during 1935, 
the approximate survey year. The 
immediate health problems associ- 
ated with low income are thus of 
concern to a large mass of the 
population. 


I 


Evidence of the relation between 
income and health is not confined 
to recent records. Seventy-five 
years ago the gross annual death 
rate in the city of Providence, 
Rhode Island, was two and a half 
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times as high among families who 
paid no income tax as among fam 
ilies who paid a tax. Dr. Charlee 
V. Chapin, former Health Officer 
of Providence, who made the study 
in 1924, found that the excess mor. 
tality was present among childrer 
as well as adults in the non 
taxpaying families. 8 

Death rates have come dowr 
since those days—evidence of medi: 
cine’s conquest of many infectious 
diseases. In Massachusetts iri 
1880, 16 in every 100 infants borr 
alive died during their first year’ 
in that commonwealth today, the 
average loss is 4 deaths in every 
100 infants born alive. Yet, as 
recently as 1931, infants in Denver 
families with an annual income ob 
less than $500 died at about the 
same rate as average Massachusetts 
infants in 1880, while among Den- 
ver families with incomes of $3,000 
or more there were only 3 ima 
fant deaths for every 100 live 
births. One of my colleagues telld 
me that the infant mortality rate 
in his district is only 3 per 100 
live births, but in coming only twe 
miles to his office at the Public 
Health Service for work eact 
morning, he passes through a dis3 
trict where the infant mortalit 
rate exceeds 15 per 100. 

In 1930, the tuberculosis de 


te for unskilled laborers, in 10 
ates for which occupational mor- 
lity could be computed, was seven 
nes that of professional men, yet 
the general population, tubercu- 
sis, the leading cause of death 50 
ars ago, now ranks seventh in 
der of importance. 

“Dead men tell no tales’ but, 
demonstrated by the foregoing 
cts, their deaths speak eloquently 
the fallacy of the average. 
ile the death rate for the gen- 
al population has been greatly re- 
ced, mortality among certain 


oups today approaches the gross 
te in the dark ages of 1880. 


II 


We have been speaking of the 
ad. What of the living? Is 
abling sickness as well as death 
re prevalent among dependent 
ilies and those with low income 
n among persons in_ better 
cumstances? 

For many years the United States 
blic Health Service has been in- 
tigating the relation between 
Ith and income. As early as 
15, the late Edgar Sydenstricker, 
eminent statistician, conceived 
idea of studying this relation 
a house-to-house canvass. He 
mt several months in a group 
Southern cotton-mill villages. 
wly he obtained the confidence 
the workers, secured records of 
ir sickness and earnings. His 
ults showed that poverty and 
ease were related. 

n the early spring of 1933, the 
blic Health Service and the Mil- 
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bank Memorial Fund made a study 
of illness and medical care among 
white families in eight large cities. 
This was before the creation of the 
Federal Emergency Relief Admin- 
istration and in the trough of the 
depression. Persons in relief fami- 
lies at this time showed a sickness 
rate 50 per cent higher than that 
for persons in families whose eco- 
nomic status was designated as com- 
fortable. In New York City, the 
excess in the sickness rate for the 
relief group was 62 per cent; in 
Detroit, 64 per cent; in Pittsburgh, 
63 per cent. 

In the eight cities surveyed, mem- 
bers of families with no employed 
wage-earners had an illness rate 30 
per cent higher than that for per- 
sons with one or more full-time 
workers. The highest illness rate 
was exhibited by the group hardest 
hit by the depression, that is, fami- 
lies comfortable in 1929 but poor 
in 1932; this group had a sickness 
rate 45 per cent higher than that 
among families experiencing no 
drop in income. “Tightening the 
belt,” whether cause or effect, was 
associated with an excess of illness 
among the new poor. 

In the winter of 1935-1936, the 
Public Health Service had an op- 
portunity to extend its health and 
depression studies to three-quarters 
of a million families in 84 cities. 
Preliminary figures from this sur- 
vey confirm the results of its early 
studies. Disabling illness in the re- 
lief population occurred at an an- 
nual rate 47 per cent higher for 
acute illness and 87 per cent higher 
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for chronic illness than the corre- 
sponding rates among families with 
annual incomes of $3,000 and over. 

Not only did relief and low in- 
come families experience more fre- 
quent illness during a year than 
their more fortunate neighbors, but 
their illnesses were, on the average, 
of longer duration. The average 
case of disabling chronic illness 
among persons in relief families was 
63 per cent longer in duration than 
the average case in the group with 
incomes of $3,000 and over. This 
fact, coupled with the higher fre- 
quency of chronic illness in the re- 
lief group, resulted in an annual 
per capita volume of disability that 
was three times as great in the re- 
lief group as among the upper in- 
come families—12 days as com- 
pared with four days per person. 

Children of relief families expe- 
rienced 30 per cent greater loss of 
time from school and usual activi- 
ties because of illness than did 
children in families of moderate 
and comfortable circumstances. 

One in every 20 family heads in 
the relief population was unable to 
work because of chronic disability 
as contrasted with only one in 250 
heads of families with incomes of 
$3,000 and over. 

In old age, the volume of disa- 
bility is at a maximum, amounting 
on the average to five weeks per 
person per year. However, the 
average aged person on relief was 
disabled eight weeks in the survey 
year, compared with four weeks 
for the average person over 65 in 
the higher income families. 


the relief level experienced an i 1 
ness rate lower than the relief 
ulation but 17 per cent higher thied 
the rate for the highest income 
class; and the average days of dis 

ability per capita experienced by 
this group in a year was over vice 
that of the highest income families: 
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Who, then, are in urgent n ed 
of medical care? Between 10 and 
12 millions of American families— 
40 to 50 million persons—who are 
receiving a family income of less 
than $1,000. Of these, over foun 
million different families and sing 
persons, in the early fall of 19: 
were receiving subsistence through 
some form of public assistance 
under the Social Security prograi 
or under relief plans of Federal. 
State or local governments—1,300,- 
000 general relief cases, o1 rer 
1,500;000: Ws Pana. workersé 
1 "500, 000 recipients of old age ass 
sivtanien, about 500,000 dependen 
children in 200,000 families. t 

Dr. Thomas Parran, Jr., Sur. 
geon General of the United States 
Public Health Service, recent) 
stated: “By doing what we know 
how to do to improve the health o2 
the underprivileged group we have 
the best opportunity of breaking the 
vicious circle of poverty, ignorance 
and disease. Poverty increases di j 
ease, which in turn engenders p 
erty. Until the economists have 
given us knowledge wherewith tc 
produce and distribute a nationa. 
income sufficient to provide for t 
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minimum needs of every family, 
we can at least provide a more equal 
opportunity for health.” 
_ Yet recent surveys indicate great 
inequality in the amount of service 
provided for the prevention and 
treatment of illness. In the relief 
group canvassed in the National 
‘Health Survey, only 70 per cent of 
the cases of sickness received home, 
office or clinical attendance by a 
physician, compared with a figure 
of 83 per cent for individuals in 
families with an income of $3,000 
and over; and the average amount 
of physician’s care per case of sick- 
ness, both attended and not at- 
tended, was about 50 per cent 
higher in the most prosperous 
group than among persons on relief. 
Among children on relief, the 
average case of illness received 35 
per cent less physicians’ calls than 
did the average case of illness 
among children in high income 
families. Among aged persons on 
relief, the inadequacy of care per 
case of illness was of about the 
same order. Both children and 
aged persons on relief received a 
relatively low volume of physi- 
cian’s care compared with that re- 
ceived by high income families. 
Bedside nursing care in the home 
was given to less than | per cent 
of the disabling illnesses among per- 
sons on relief; the proportion so 


income of $3,000 and over was 10 
per cent. Although a higher pro- 
portion of disabling illnesses among 
relief persons (12 per cent) re- 
ceived the attention of a visiting 
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nurse, such care cannot be consid- 
ered an adequate substitute for the 
services of a nurse in continuous 
attendance. 

So far as the proportion of ill- 
nesses receiving hospital care is 
concerned, the situation of the poor 
in the large city appears more fa- 
vorable than it does in the matter 
of physician’s care in the home or 
office. On the other hand, in the 
small city and rural area, where 
nearby hospital facilities are lack- 
ing (18 million persons live in 
counties without a hospital) the 
health survey data show a much 
lower rate of hospitalization among 
the poor in the dependent as well as 
in the self-supporting group. 

In general, it appears that the 
poor receive care in emergency and 
terminal illness, but that preventive 
and reparative needs are too often 
neglected. We hear frequent re- 
iteration of the statement that pub- 
lic health is purchasable, but recent 
studies of data obtained by the 
Committee on the Costs of Medical 
Care indicate that except in the 
ages when school health programs 
tend to equalize certain types of 
service, the higher income group 
does indeed purchase better health 
through preventive services. Diph- 
theria immunizations in the pre- 
school ages, when children are most 
susceptible to this disease, were 
three times more common in the 
highest than in the lowest income 
group. The frequency of typhoid 
immunizations in the $3,000 and 
higher income classes was about 
four times that for families with 


38 


less than $1,200 annual income. 
Among young adults the frequency 
of health examinations was between 
three and four times as high in the 
top income group as in the bottom ; 
in the older ages the examination 
rate for the former economic class 
was 15 times that of the latter. 


IV 


As a statistician, the writer may 
be permitted to point out that more 
adequate statistics constitute a nec- 
essary adjunct to any final solution 
of the problem. ‘Today, mortality 
records comprise our only current 
index of national health. Our 
knowledge of illness is derived from 
studies of sampled populations 
which give no basis for determining 
trends in the sickness rate. 

The data on medical services re- 
ceived by the population are even 
more scanty. Public medical care 
today is being provided to many 
millions of persons under a great 
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variety of plans, the outcome of 
which will affect significantly the 
future health security of those de- 
pendent on public assistance. With 
a few notable exceptions, however, 
the necessary records of these ex- 
periments are conspicuous by oe 
absence. 

Records of health and welt 
agencies, hospitals, schools and phy- 
sicians constitute a store of infor- 
mation on the nation’s health and 
health services which would be of 
inestimable value if uniform data 
were available for comprehensive 
analysis. Special sample surveys 
of the population at frequent inter- 
vals, made with identical tech- | 
niques, would be of great utility. 
Laying the foundation of reported 
and analyzed fact which is the nec- _ 
essary basis for future development | 
of health services is a task which | 
warrants the serious consideration 
of everyone concerned with national 
health planning. 


~ 
dey es 


4 nation’s press has printed 
ems xs almost weekly dispatches 
= from Washington telling 
of the formation and activities of 
an organization called Group 
dealth Association, Inc. It has 
been debated, sometimes hotly, in 
he chambers of Congress. And 
t has been the subject of numerous 
attacks by the Medical Society of 
he District of Columbia. Thus 
ational attention has been centered 
pon it. 

~The casual newspaper reader 
may be inclined to ask: Why the 
urore? Certainly there is noth- 
ng radical or new in the idea of 
rroup medicine. Over the last 
ecade several hundred more or 
ess similar associations have been 
ormed. to provide for the health 
of their members on the basis of 
(tipulated, regular dues. But be- 
jause Group Health Association was 
jormed by the employees of a U. S. 
Government instrumentality, be- 
jJause of its size and the modernity 
if its highly specialized clinic and 
jecause of the political storm that 
jas played around it, it has at- 
tracted national publicity. 

) Hence, it may be of interest to 
tll here, calmly and objectively, 
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| * president, Group Health Association. 


Group Medicine In Practice 
By 
WILLIAM C. KIRKPATRICK * 


of the organization and work of 
this group which is now relieving 
nearly 2,500 members and their 
families of the worry of large and 
unexpected debts for hospitals and 
physicians. 


I 


It might be said that, indirectly, 
the employees’ credit union of the 
Federal Home Loan Bank Board 
and its agencies—the Federal Home 
Loan Bank System, the Federal 
Savings and Loan Insurance Cor- 
poration and the Home Owners’ 
Loan Corporation—was the parent 
of the Group Health Association, 
Inc. For it was the officials of 
this union who, noticing that a very 
large percentage of its loans were 
granted to meet unexpected bills 
for hospitalization and physicians’ 
services, began pondering the pos- 
sibility of some systematic plan 
whereby the employees of the Bank 
Board might provide for illnesses 
without involving themselves heay- 
ily in debt. ~ 

So, after obtaining the helpful 
advice of the Health Economics 
Association, the officers and direc- 
tors of the credit union met in 
September, 1936, to canvass the 
possibilities of a group medical aid 
plan. A few days later they were 
able to lay before members of the 
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Bank Board the first rough draft 
of it. 

Members of the Board were im- 
pressed, but before proceeding fur- 
ther to encourage the plan, they 
sought the reaction of the employee 
body. Hence, on January 23, 1937, 
a meeting of the employees of the 
Board and its agencies was held 
and the response to the plan was 
almost unanimously favorable. 

Organization proceeded rapidly 
and a little more than a month later 
the “Group Health Association, 
Inc.,”” was chartered. Some time 
was required to recruit a competent 
medical staff, remodel a building 
and assemble the necessary scientific 
apparatus. Then, on November 1, 
1937, the clinic, one of the most 
modern and complete in any Ameri- 
can city, began to receive patients. 

Officials of the Association were 
careful to obtain a capable and well- 
trained staff. To head it they se- 
cured the services of Doctor Henry 
Rolf Brown, formerly chief of the 
tuberculosis section of the U. S. 
Veterans’ Administration. Assist- 
ing him are a surgeon, an ear, eye, 
nose and throat specialist, a pedia- 
trician, two internes, three regis- 
tered nurses and a laboratory and 
X-ray technician. All are paid on 
a salary basis, their compensation 
being equivalent to the average in- 
come of competent and successful 
private practitioners in their own 
fields. 

Membership fees were placed at 
$2.20 per month for the individual 
member or $3.30 for medical ser- 
vice to his or her entire dependent 
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family, without regard to thei 
number. Employees may, at their 
option, have their dues subtracted 
automatically from their salar 
checks or pay the Association 
directly. 

The Association furnishes to i 
members medical and surgical e | 


aminations and treatments, surgic 
operations and maternity care. Pere 
sons too ill to visit the clinic may 
call the Association’s doctors to 
their homes. If hospitalization is 
required, the regular dues cover 
confinement for 21 days in a semi- 
private room, or, if the patient de- 
sires a private room, he may obtain: 
that by paying the cost in exces: 
of $4.00 per day. The only classé 
of illness excepted from the Asso- 
ciation’s services are: (1) The. 
treatment of industrial accident - 
cases (already provided for under ° 
the workmen’s compensation act 
(2) surgery of the brain or nervous | 
system and (3) medical service sub- - 
sequent to the time when the medi- . 
cal director recommends confine - 
ment in an institution for mental, 
tubercular or drug or alcoholic. 
addiction cases. 

That such a service, enabling | 
low-salaried employees to care ad 
equately for their health without 
ruinous expense was a God-send to: 
many of the Bank Board’s em- 
ployees was proved by several cases 
which came to the attention of the 
clinic within the first two month 
of its operation. 

One of the first patients car 
for by the Association was a young ! 
man from the Far West, without 


amily or financial resources in 


Yhile on duty one day, he devel- 
ped severe abdominal pains. After 
cing treated in the emergency 
pom, he was taken to the clinic 
here his ailment was diagnosed 
; appendicitis. 
He was taken to a Washington 
bspital and was operated upon im- 
ediately. He remained there for 
jore than a week and then, after 
brief period of recuperation at 
ie, was able to return to work. 
ad he not had the protection af- 
rded by Group Health against 
ch emergencies, this sudden stroke 
illness would have involved him 
a debt, which, on his small sal- 
yy, Bald have required some 
onths of self-deprivation to pay. 
1So much for the history, organi- 
ition, service and facilities of this 
st effort by Government em- 
joyees to provide against the un- 
jedictable financial hazards of 
1ess. 

II 


{But, however calm and efficient 
> Group Health Association’s 
inic may be in its professional 
jeration, it has been, and still is, 
> center of a medico-political bat- 
}. Every effort is being made by 
‘ganized medicine” in the Dis- 
ict of Columbia to hamper its 
erations, deny its members the 
© of hospitals and, if possible, to 
ce its closure. 

The focal point of attack on 
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Group Health, particularly in Con- 
gress, has centered around the fact 
that the Federal Home Loan Bank 
Board advanced $40,000 to mod- 
ernize the building used by the 
clinic, to buy its expensive scien- 
tific apparatus and to furnish a 
financial back-log for operation 
until it could build up ample re- 
serves from dues. Because of this 
grant the cry of “socialized medi- 
cine” has been raised by those who 
apparently have not bothered to 
define terms or examine the facts. 

In the first place, the term “‘so- 
cialized medicine,” as generally 
understood, presupposes a system 
whereby the Government provides 
medical care for all its citizens, 
through doctors supervised and 
paid by the State. The physicians 
employed by Group Health Asso- 
ciation are paid entirely by dues 
from its members. Membership is 
entirely voluntary. No employee 
of the Bank Board or its agencies 
is required to join the Association. 
Many do not belong to it. Hence 
it requires a far stretch of the 
imagination to make the term 
“socialized medicine” apply to the 
organization. 

A fact generally overlooked was 
that the $40,000 grant was not 
given without “value received”— 
that in return Group Health con- 
tracted to provide services for which 
the HOLC would, in any case, have 
been obliged to pay. 

Mr. Fred W. Catlett, a member 
of the Federal Home Loan Bank 
Board, has stated the organization’s 
position in these words: 
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Board, in coming to the determi- 
nation to encourage and assist this 
particular cooperative employee en- 
terprise, was not moved primarily 
either by sympathetic interest in 
cooperative movements or humani- 
tarian considerations. Primarily, 
it determined to furnish aid and 
encouragement because it seems to 
be just enlightened good business 
management to do so.” 

For some time the Board and 
its agencies, like most Government 
organizations, had maintained at 
its headquarters an emergency room 
to render medical aid to employees 
who might suddenly become ill 
while at work. Group Health con- 
tracted, as a result of the grant, 
to supervise this service, to give 
physical examinations to applicants 
for positions with the Board and 
to conduct a campaign of health 
education among all the Board’s 
employees. It seems apparent that 
these services alone will repay the 
grant within a few years. 

Studies made by the Board’s per- 
sonnel division showed that it was 
losing $500,000 annually through- 
out the country and $100,000 in its 
Washington offices alone because 
of the absence of employees on sick 
leave. For several years some of 
the country’s large corporations 
have found it good business to spend 
hundreds of thousands of dollars 
annually in promoting the health 
of their employees, thus increasing 
efficiency. In 1937 alone the Gen- 
eral Motors Corporation expended 


nearly $5,000,000 on such services. 
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A recent study made by an offici: 
of the American College of Su 
geons of 299 organizations employ 
ing more than 1,025,000 | person 
led to the conclusion that expen 
tures by them for health promoti 
had more than paid for itself “t 
reducing labor turnover, by maiti 
taining healthier, happier and mon 
efficient workers, by reducing acc 
dents and occupational diseases a 
by reducing absenteeism in general! 

If private employers can justi 
fiably bear the full expense of co 
parable facilities, a Governmer 
agency should certainly be wa: 
ranted if not, in fact, morally ob 
ligated to contribute what amoun 
to but a portion of the initial co 
only. Z| 

So far as the purely legal aspec 
of the grant is concerned, it shoul 
be recalled that the Congress, Al 
establishing the Home Owner: 
Loan Corporation, vested in it di 
cretionary powers as to the e 
penditure of its funds far broad: 
than those governing the ‘ ‘old-line 
departments in Washington. __ 

Section 4 (j) of the Home Owr 
ers’ Loan Act of 1933, as amendec 
which gives the Corporation powe 
to select and fix the compensatio: 
of its personnel, also provided: 

“. . . The Corporation . . 
shall determine its necessary ex 
penditures under this Act and thi 
manner in which they shall be im 
curred, allowed and paid, withou 
regard to the provisions of any othe: 
law governing the expenditure o 
public funds.” be 

Before the Board’s grant to th 


sroup Health Association was 
ade, its General Counsel, Mr. 
dorace Russell, made a thorough 
xXamination of it and ruled it legal 
md defensible under the law, 
aking into consideration the fact 
hat the establishment of the Group 
fealth plan would promote eff- 
jency, reduce sick leave by afford- 
g employees better medical care 
nd thus result in a substantial 


‘Mr. R. R. Zimmerman, Per- 
pnnel Director of the Board’s 
gencies, emphasized this point re- 
ently in testimony before a Con- 
essional Committee when he said: 
' “No one questions that there is 
definite relation between physical 
tness and efficiency on the job. 
employees are ill and cannot 
york, we pay them sick leave—if 
ey are half sick, half on the job, 
fe amount of productive work is 
educed. Certainly one of the best 
yays to cut expense is to increase 
ne effectiveness of workers.” 
Despite criticisms made of the 
oard’s.action on the floor of Con- 
ress, the Legislative Council of 
e Senate, composed of legal au- 
Morities, ruled that, under the law, 
+ was acting within its powers in 
haking the grant. 


LUD 
What of the future of the Group 


Health Association? 

First, its officials and their ad- 
sing attorneys are convinced that 
s legal foundation is so patently 
hund that none of the efforts being 
ade by “organized medicine” to 


GROUP MEDICINE IN PRACTICE 43 


kill or restrict it will be successful. 

Second, despite efforts of their 
colleagues to ostracize them from 
the medical profession, the clinic’s 
doctors are standing staunchly 
against professional attacks and are 
rendering an extremely competent 
service to the members of the As- 
sociation. “They have proved un- 
faltering to the ideal which 
prompted them to enlarge their 
scope of work. 

Third, it appears that the or- 
ganization is on a firm financial 
basis and will be able not only to 
finance its present facilities but 
probably also to expand them in the 
future. At the present time, 2,500 
has been set as a limit to the mem- 
bers who can be accommodated by 
the medical staff and existing clinic 
facilities. “Through the admission 
of employees of other Government 
agencies this level has nearly been 
reached. 

As a result of the success of 
Group Health Association there is 
widespread discussion among em- 
ployees of other Government agen- 
cies and Departments about organ- 
izing similar cooperative clinics. 
Their primary problem is a financial 
one, for employees of the Bank 
Board were fortunate in receiving 
the grant which enabled them to 
equip their clinic and carry on its 
activities until income from dues 
could finance it. But the problem 
is not insurmountable and it is 
quite likely that this movement to 
provide systematically for the un- 
certain expenses of illness will 
continue to grow. 


Observations On Group Medicine _ 
By ; 
RICHARD C. CABOT, M. D.* ; 


JHE gist of what I have to 
say about the value of 
the Group Health Asso- 
ciation can be put into 
five words — better doctoring for 
less money. 

I have nothing to do with the 
side of “less money.” On this 
nothing more need be said. I have 
something to say, however, about 
better doctoring. I have known 
by personal experience all kinds 
of doctoring, from pretty bad 
to fairly good. I have been a gen- 
eral practitioner in the country and 
in the city. I have served on a 
hospital staff 36 years and taught 
medicine for 40 years. Through 
the chance of teaching medicine, 
especially to graduates, I have seen 
something of the average skill— 
and lack of skill—of the better 
type of physician. I have seen what 
physicians can do, how well and 
how badly, by seeing the care taken 
of patients sent into a great hospi- 
tal. I have seen at many autopsies 
how far we were from knowing 
what we were doing. I have tried 
out the various forms of practice 
thoroughly. I have been in group 
medicine. I can tell you at the 


* Speech delivered at the inauguration 
of the Group Health Association in 
Washington, D. C. Dr. Cabot is Pro- 
fessor of Clinical Medicine and Social 
Ethics, emeritus, at Harvard University. 


outset that from a purely medical. 
point of view group medicine is: 
one hundred times better for the 
patient and for the doctor than the 
ordinary usual practice. } 
4 

: ; 

I have seen the whole nature of 
medicine and diagnosis change. 
Doctors are tremendously interested | 
in diagnosis. For the patient treat-: 
ment is, of course, the most inter- 
esting thing, but it makes quite a 
difference to you whether you are? 
treated for the right or the wrongs 
disease. Once the diagnosis is ac- 
curate, the treatment is a relatively 
easy matter. But for an appreei-- 
able fraction of all sick people it: 
is impossible to apply good treat- - 
ment because of a poor diagnosis. . 
We used to make diagnoses, now we: 
assemble them as we assemble a1 
machine. In many cases no human | 
being can make a diagnosis alone. , 
It requires teamwork on the part: 
of several people. It never will be: 
done in the future in any other’ 
way. I have tried both ways,. 
With the spread of group medicine : 
the number of correct diagnoses} 
will be greatly increased and $0 | 
treatment will be better. = t 
For example, take the common. 
complaint of rheumatism. No doc-. 
tor living can make all the exami-. 


ions needed for diagnosis of its 
ssible causes. If the patient is 
ich man, he can go to a dozen 
th-priced specialists, have the ex- 
inations made, and get someone 
assemble them. ‘The poor person 
get a well-assembled diagnosis 
a charity hospital. The vast ma- 
ity of people can’t do either. I 
tan the group of people with 
tderate salaries who can’t afford 
high-priced specialist and who 
p not admitted as charity patients 
jhospitals. 
his Group Association will be 
odsend for three reasons: First, 
i single man is capable of making 
diagnosis and starting intelligent 
jatment ; in a large percentage of 
es we need a number of men co- 
erating as this Association has. 
e also need a number of machines 
At the ordinary man can’t possibly 
re. One of the commonest dis- 
Ses is heart disease, yet almost no 
vate physician has an electra- 
Hdiograph, necessary in the diag- 
sis of heart disease. ‘That is one 
ye of equipment that the Group 
salth Association has. Very few 
ors have such machinery under 
Mir control, but hospitals and 
er such groups as this put them 
jjuse properly. 
ij third essential in good diag- 
jsis is the use of good laboratories, 
; clinical work is to be at all ad- 


}) 


ate. Some laboratory tests are 
\iGcult and highly specialized and 
) ° . ons 
Suire well-qualified technicians. 
most none of the younger men 
this sort of work and very few 


9 ‘even interpret it properly. It 
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will take experts in groups and in 
hospitals to do satisfactory labora- 
tory work, a large part of which 
is not at all simple. 

There are, then, three extremely 
important things: First, specialists ; 
second, machines; third, laborato- 
ries; all of which you will have at 
your disposal in this group and can’t 
have privately unless you are very 
rich or very poor. 

As a hospital physician, I have 
been able to compare the work 
which I did in the mornings for 
nothing, for people who paid noth- 
ing, to the work I have done in 
the afternoons for a good deal. I 
may say with certainty that the 
work I did in the mornings for 
nothing was a great deal better 
than the work in the afternoons for 
good pay; not that I was careless 
in the afternoons, but rather that 
I did not command in my private 
office the use of equipment available 
in the hospitals and the assistance 
of a paid staff to make the techni- 
cal analyses that were desirable as 
a supplement to the analyses that I 
myself made. 

One of the forms of group prac- 
tice in which I have had experience 
was in the Army during the Great 
War. We were all salaried peo- 
ple without private ambitions, but 
we did good work—better, under 
those conditions, than we do in pri- 
vate practice now. For example, 
one of the cases which came to my 
attention was that of a soldier who 
was going blind and we couldn’t 
find out how. ‘The eye specialist 
to whom he went first said that the 
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trouble wasn’t in the eye, so the 
brain specialist went to work on 
it to see if it might be caused by 
some disease of the brain. On the 
chance that it might be some kind 
of a general infection I worked on 
it, too, and because it was suggested 
that it might be trouble in the nose 
or throat which was affecting the 
soldier’s eye, our nose-and-throat 
man examined him. We all ate at 
the same mess and it was easy for 
us to have consultations on the case 
three times a day. As it turned out, 
we discovered that the trouble was 
actually in the nose, and the result 
was that an operation was per- 
formed on the nose and the man 
got back his eyesight. 

This was group medicine prac- 
ticed by people on salary exactly as 
it will be here. 

When you have to practice medi- 
cine as the average practitioner does, 
you must examine the case alone, 
without help of any kind, when you 
should have four or five people. 
You are expert in some fields, pretty 
fair in others, and in still others 
you make pretty bad guesses. I 
have been at enough autopsies to 
know how often the diagnosis was 
wrong. A man does the best he 
can, but he can’t do a good job 
under those conditions. 


II 


Now I have something to say 
about the periodic health examina- 
tions which you will receive through 
this Association. The hope is that 
you will nip in the bud things 
which have not yet got going, and 
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catch serious diseases before t 
have had a chance to get under wz 
You will be disappointed in t 
You are not going to nip many d 
eases in the bud. This is not t 
great value of such examination 
Their great value lies in the ¢ 
riodic advice which you will receiv 
The average man doesn’t have d: 
eases without symptoms. But - 
does need to be gone over at lea 
once a year, and this going-o1 
may help him to reorganize } 
daily habits of living. This 
the most valuable part of perio 
examinations. 

It has been said that where the 
is no competitive element, aver: 
doctors won’t work so well. Fro 
my experience I know that this. 
not true. I have traveled all ovi 
the country to see attempts at grou 
medicine like this. One that I vr 
ited was at the University of Ca 
fornia, where I saw a very healt: 
group—of course they were at 
very healthy age, college studen 
around 22 or 23—every phase « 
whose health was being taken ca 
of excellently for about $10 a yea 
How good were the examinations 
Many of the doctors employed wer 
my own pupils, and they hadnr 
gone stale. They were turning ov 
high-quality work. 

Not only will doctors’ techniqus 
be greatly improved under this plan 
but another important point is tha 
people will be ready to go to sé 
the doctor where they would na 
if they had to pay. Usually the 
will be reassured by their visi 
They won’t have small worrie 


hering them for which they are 
willing to pay doctors’ fees. 
“all suffer from the psychologi- 
‘side of supposed illness, but 
ler this plan you can go to the 
tor free at any time you suspect 
nething is wrong with you. 

t is very important to have a 


2 group of patients so that it is 
the doctor’s first consideration to 
se the patient. In private prac- 
{ to please the patient is the doc- 
is first obligation. Under this 
me this is not necessary, and 
is very good for the patient. 


IIT 


will speak of another thing with 
e hesitation. The most im- 
ant thing in medicine is not 
lect or brilliance, but the hon- 
of the doctor. From our 
ical schools we send out well- 
2ed men, honest men, and others 
year. For the patient it is 
important to get honest and 
ted men rather than to get 
lant experts. It doesn’t take 
eat mind to be a good doctor, 
it does take a conscientious 
. Private practitioners are sub- 
i to severe temptations to be 
pnest. I am moderately honest, 
I have had altogether too great 
ptations to be dishonest. We 
iid never put a judge on the 
th whose work was done under 
jitions such that he might be 
fenced by pecuniary considera- 
Suppose that if the judge 
to hand down one decision 
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up of doctors in such a relation’ 
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the other way he got nothing. 
We allow the private practitioner 
to face this sort of temptation. 

The greatest single curse in medi- 
cine is the curse of unnecessary op- 
erations, and there would be fewer 
of them if the doctor got the same 
salary whether he operated or not. 
We shall not get away from them 
any other way than by this scheme. 

I don’t want to be misunder- 
stood. I am not accusing the medi- 
cal profession of dishonesty, but I 
am saying that we should be de- 
fended from the unfair temptation 
to be dishonest. I said, and I main- 
tain, that to have doctors working 
on salary would be better for doc- 
tors as well as for patients. 

For the doctor, one of the most 
important advantages in group med- 
icine is that he will have financial 
security. Only those in medicine 
know what it means when October 
comes round and there are no pa- 
tients. People are so well at the 
end of their vacations! The doctor 
never knows where the income nec- 
essary to pay his rent is coming 
from. A doctor is always worrying 
about losing his patients or not get- 
ting his bills paid, and wondering 
where he is going to get new pa- 
tients. He is very insecure. As 
soon as doctors realize that group 
practice means security of income, 
one of the greatest curses of a life- 
time will be taken away from them. 
Second, they will have a better 
chance to learn and to develop into 
more of a man, to be better work- 
ers this year than they were last | 
year or the year before. Doctors 
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care a lot about that. Every doctor 
likes to feel at the beginning of a 
new year that he is a better man 
and a better technician than he was 
the year before. The average man 
wants that but can’t get it in pri- 
vate practice. He has no critics, 
no way of checking up on the 
quality of his work, no chance to 
discuss it; but in group practice, 
closely associated with other doc- 
tors, you are sure to be alert, to be 
progressing, and this is compensa- 
tion enough for some reduction in 
income. 


IV 


Previous experience shows that 
success in such a venture depends 
on the quality of medical per- 
sonnel. With the right men it 
will be tremendously successful. 
Otherwise not. It is absolutely es- 
sential to have men who are sci- 
entifically solid and skillful, who 
understand human nature and love 
human nature. ‘This is necessary 
in order to prevent the work of 
the Association from becoming too 
mechanical. I once talked to a man 
who said that while he was a pa- 
tient in the Mayo clinic he felt 
as though he had been running 
along on a belt in a Ford factory. 
This is an aspect of the work where 
the Ladies’ Auxiliary will have 
great value. You can depend on 
them to see that the human side is 
not forgotten. 

Objections brought against the 
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scheme include the statement t 
it will do away with the nece 
confidential relationship betwee 
doctor and patient. ‘This is 
necessarily so, for if the same dc 
tor takes care of the same patier 
and if doctors are conscientiov 
they will have the same relationst: 
under this plan. 4 
Then there is the oft made c 
jection on the part of both patien 
and physicians, that the patient h 
no choice of doctor. This argg 
ment is absolutely specious and - 
true. Doctors must be chos 
intelligently. Now there is 
intelligent choice of doctors, becau 
no one knows enough. How wo 
you make an intelligent choice of 
doctor when you are living in 
strange city? There is no inti 
ligent choice of doctors open to t 
public now. But under your pl’ 
the choice is made once and for : 
by people with the ability to judy 
and thus the choice is more intel 
gent than it could ever be by prive 
individuals. It is easy for a f 
tient to select a successful dottt 
in the belief that he is a good 
but many men are successful } 
cause they have the gift of gab a: 
nothing else. - 
Finally, this is such an obvious 
good thing that some years her 
when we look back to the beginni 
we shall say, “How extraordina 
it was that we waited to do 1 
until 1937. The thing was 
perfectly obvious all the time—wy 
didn’t we do it before?” 


the psychological assump- 
tions of economics and 
other social disciplines 
e€ inadequate, and hoping that 
ney might be improved by study 
& modern science, the author ap- 
oached a small group of medical 
ithorities conversant with psy- 
Diatry and asked whether they 
buld throw light on this sub- 
tect. It was decided that the best 
face to make a beginning was 
| some area where both econo- 
ists and doctors were concerned 
ith a common problem, and 
at the outstanding problem of 


nce or socialized medicine. ‘The 
‘guments for some system of the 
rt were clear enough from the 
ial point of view, but what could 
e doctors contribute to the sub- 
t from the point of view of ade- 
nate therapy? What did they 
jean, specifically and scientifically, 
such phrases as the doctor- 
Atient relationship, and what sug- 
tstions could they make for 
voiding mistakes in setting up 
falth insurance, or improving 
bon systems in force elsewhere? 

| This group, after long discussion 
nd careful consideration, drew up 
report on this subject, which it 
f expected will shortly be pub- 


e kind was now health insur- 


The Emotional Component In Illness 
By 
GEORGE SOULE 


lished, of which the following is a 
brief extract. 


I 


Statistics from the League of 
Nations Epidemiological Reports, 
quoted by medical journals to 
prove that countries with health 
insurance have a worse health rec- 
ord than those without it, were 
examined with the aid of a com- 
petent statistician, Dr. Raymond 
Franzen, and were found to be 
irrelevant to this point, or, if they 
were relevant at all, to indicate a 
contrary conclusion. 

On account of the control of 
epidemics and the increase of life 
expectancy, the more prominent 
causes of illness and death are now 
chronic diseases and accidents. In 
many of these, such as_ heart 
disease, diabetes and accidents, the 
emotional factor is of great im- 
portance. In these diseases also, 
inadequate care of convalescence 
may lead to chronic invalid reac- 
tion, and the emotional factor is, 
other things being equal, crucial in 
convalescence. 

It is therefore desirable to con- 
sider the emotional factors in 
disease and their bearing on health 
insurance. “The report emphasizes 
this aspect of the subject, not be- 
cause other aspects are not import- 
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ant, but because this one has usu- 
ally been overlooked. It does have 
a distinct bearing on the nature of 
care to be provided, the method of 
payment, the physician-patient rela- 
tionship and other subjects of 
controversy. 

There is recognizable in many 
persons a tendency to become sick or 
stay so, or even a tendency to self- 
destruction. This tendency can- 
not usually be described as a con- 
scious intention; it is not malinger- 
ing or pretending to have a disease 
when one does not have it. There 
are many patients whose illness 
serves the purpose of providing an 
excuse for failing at jobs that 
are unpleasant, or gaining love 
or attention or even insurance 
money. There are children who 
get stomach-aches or break bones 
just before they have to go back 
to school, or when they suffer from 
lack of attention by their parents. 
Illnesses and accidents sometimes 
seem to serve the purpose of re- 
venge—witness, in literature, Ma- 
dame Bovary. Whatever the reason, 
there is a group of persons who 
have a tendency to have accidents. 
Numerous statistical studies indi- 
cate that out of persons exposed to 
the same risks, a relatively small 
percentage are habitually injured. 
This has given rise to the phrase 
“the accident habit.” 

A psychiatric study of admissions 
to a general hospital over a period 
of four years showed marked dif- 
ferences in history and emotional 
make-up between those admitted 
for accidents and those with high 


blood pressure. When thwartedd 
or angry, many of the accident: 
sufferers had a tendency to escapes 
from suppressed emotional conflict: 
into action, whereas those witl 
high blood pressure would becomes 
ultra-gentle and considerate, de- 
veloping very sensitive consciences.; 

Depriving a patient of the ad- 
vantage he gains from illness, o 
telling him that he is malingering,; 
usually does no good, because most: 
patients do not know what they are¢ 
doing in this respect. 

Removal of external hardships 
does not prevent this tendency tod 
become ill in order to escape diff-. 
culty. Aside from lack of material. 
security, people have many emo 
tional troubles, and are thwarted in 
life by growing old, or failing tog 
satisfy the need for recognition andi 
affection, etc. The flight into ill- 
ness, or its exploitation to satisf 
emotional needs, is even more fre-' 
quent among those whose basicg 
material requirements are well! 
supplied from the beginning thar 
among others. Paying compensa- 
tion for illness may, therefore, fart 
from having a therapeutic effect,. 
entrench the illness more firmly, iff 
proper treatment is not applied to: 
emotional factors. 

It is untrue to suppose that ill 
ness is either imaginary or real, ac- 
cording to whether its origin iss 
emotional or physical. Most dis- 
ease has both emotional and bodily 
aspects at the same time, whatever 
the origin. Emotional factors ares 
particularly prevalent in illnessess 
such as diseases of the heart or! 


omach, where disturbances in 
uscle tension, circulation and 
cretion are important. Such 
eat physiologists as Pavlov and 
annon have shown that these re- 
tions result from fear and rage, 
ist as they may from bacteria or 
ixins. Physical reactions result- 
g from emotional disturbance 
ay become chronic and end in 
uctural damage to the organism. 
'The great importance of emo- 
pnal factors in disease is some- 
es concealed by differences in 
fagnosis. One physician may 
jagnose a case as suffering from 
ganic illness because he pays par- 
ular attention to the symptoms, 
While another may diagnose it as 
fycho-neurosis, which he believes 
‘be the cause. Psycho-neurosis is 
metimes concealed by physical 
gmptoms. Physical symptoms of- 
replace psychic symptoms, so 
jat as one increases the other de- 
eases, and vice versa—both hay- 
ie their basis in the same disorder 

the personality. The patient 
ho has serious physical illness may 
pear normal emotionally, only to 
ow marked symptoms of neurosis 
nen the physical symptoms are 
Nieved. The patient should be 
pated as a whole. Therefore an 
trease of medical care which is 
iplied to the physical aspect only 
inadequate and may actually in- 
base illness. It is also important 
make correct diagnosis and to 
lbvide psychiatric treatment if 
essary, in the early stages of 
hease, before structural damage 
Ss occurred. We should empha- 


THE EMOTIONAL COMPONENT IN ILLNESS 51 


size the provision of better medical 
care fully as much as the provision 
of more medical care. For the 
same reason it is equally desirable 
to emphasize prevention rather 
than merely care for the sick. 

It is essential that the general 
practitioner should have training in 
psychiatry in order to give proper 
weight to the emotional aspect of 
disease in diagnosis and treatment, 
and in order to recognize those 
cases in which a qualified psychi- 
atrist should be consulted. In Great 
Britain the same conclusion has 
been reached by the General Medi- 
cal Council, which in May, 1936, 
feommended more training in 
psychiatry for general practitioners, 
and fellowships for training of 
specialists in this field. 

This leads to a discussion of the 
physician-patient relationship. Since 
major emotional factors in illness 
arise in childhood as a reaction to 
whatever thwarts, restricts or has 
seemed to punish, and the reaction 
is directed not only against parents 
but others in a position of authority 
such as nurses or teachers, it is im- 
portant that the patient have the 
opportunity to choose his doctor, 
as most health-insurance systems 
already provide. Otherwise chil- 
hood attitudes toward illness may 
be perpetuated, instead of adult re- 
sponsibility being awakened. Also 
it is desirable that the physician not 
be in the same kind of position of 
authority that is symbolized by the 
state, since a cure can arise only by 
cooperation between desire for cure 
on the part of the patient and the 
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most skillful help from the doctor. 
Physicians in general hospitals asso- 
ciated with state or city often meet 
resistance on the part of patients 
resulting from their childhood atti- 
tudes toward authority, never out- 
grown, and must have special 
knowledge for dealing with this 
difficulty. 

Even where the relationship be- 
tween the patient and an individual 
doctor may be ignored, as in the 
case of treatment in an institution, 
it is desirable that the patient’s 
sense of freedom and self-respect, as 
an aid to a feeling of responsibility 
for becoming well, be bolstered by 
the knowledge that he is, at least 
in part, paying for medical services, 
and consequently is experiencing a 
sacrifice when he does not make 
full use of the medical assistances 
available. Under no circumstances 
should the patient’s health be 
endangered by a system in which 
the patient feels he has no respon- 
sibility for his illness. Encourage- 
ment of an attitude of dependency 
should be avoided. 


II 


The conclusions concerning the 
formulation of health insurance 
are, in summary, as follows: 

1. Provision should be made for 
reference to qualified psychiatrists, 
as specialists, of patients needing 
that treatment, and general physi- 
cians should have adequate psychi- 
atric knowledge. 

2. Special attention should be 


paid to the emotional factors 0: 
illnesses that are likely to becom 
chronic, in order to guard agains 
an incapacitation on an emotiona: 
basis that is out of proportion t 
the structural damage. 

3. It must be remembered tha 
the emotional factor is often 07 
greatest importance in cases wher 
no obvious symptoms of psychosi 
or psycho-neurosis exist. ¥ 

4. Routine and hasty exami 
tion by a physician unfamiliar witk 
the patient and his background ar 
of little use. ‘There should be 
continual and responsible relatio 
between each patient and his de 
tor, who should not be overloadee 
with work or so hampered by 
nomic and administrative restric 
tions that he cannot make : 
thorough study of each patient. 

5. Both physician and_ public 
should be educated regarding th 
importance of emotional factors in 
disease. a 

6. The program should 
financed in such a way as not t 
give the patient a feeling that h 
gains, or loses nothing, by bt 
sick, 

7. Research should be encourage 
concerning the emotional aspects 0; 
illness and the effect of social ana 
economic conditions on personality 
development, as well as cooperatiy 
research between physicians ana 
social scientists as to the kind o: 
health problems that arise wit 
changes in medicine on the on 
hand and in the social and economi 
systems on the other. f 


a 


Health Service has re- 
cently made public the 
preliminary findings of 
e National Health Survey, a 
PA-financed project whereby a 
use-to-house canvass of 800,000 
milies was made in an effort to 
scover the extent and nature of 
kness and its social and economic 
itting. ‘This survey was by far 
e most comprehensive and broad- 
attempt of its kind; it was made 
the Winter of 1935-1936 in 84 
ies and 23 rural areas in 19 
ates. It indicates that the fre- 
ency and severity of physical dis- 
ility are greatest among the poor- 
groups. Despite the fact that 
2 survey covered a period prior 
the cessation of Federal subsidies 
medical relief, these relief and 
w-income families received far 
js medical attention than families 
ithe comfortable income class. 

‘Among relief and low-income 
nilies in the 81 surveyed cities, 
proportion of disabling illnesses 
or a week or longer) receiving 
care from a physician was larger 
un among families in the upper 
ome groups. ‘The proportion 
cases not receiving care was 17 
cent for families with incomes 
excess of $3,000; among relief 
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families, 30 per cent of the cases 
received no care by a physician, the 
proportion for non-relief families 
with incomes under $1,000 being 
28 per cent.” Among the surveyed 
population in eight large cities the 
average case of disabling illness in 
families with incomes of $3,000 
and over received 46 per cent more 
medical service (physicians’ calls) 
than similar illnesses among relief 
families. 

This survey confirms the finding 
of earlier investigations that the 
frequency of illness is greatest 
among the poor. “For those in 
the lowest income group, it is ap- 
parent that inadequate diet, poor 
housing, the hazards of occupation 
and the instability of the labor mar- 
ket create immediate health prob- 
lems.” But the discrepancy in 
medical care is startling, as is the 
result of the lack of medical atten- 
tion for the poor. 

“Not only do relief and low in- 
come families experience more fre- 
quent illness during a year than 
their more fortunate neighbors, but 
their illnesses are, on the average, 
of longer duration. ‘Thus the av- 
erage case of disabling chronic ill- 
ness among persons in relief families 
was 63 per cent longer in duration 
than the average case in the group 
with incomes of $3,000 or over. 
Coupled with the higher frequency 
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of chronic illness in the relief group, 
this gives rise to an annual per 
capita volume of disability in the 
relief group that is three times as 
great as among the upper income 
families—11.9 days as compared 
with 3.9 days per person.” 

The aggregate of disability is 
very great. Illnesses which caused 
disability for at least one week in 
the year preceding the survey to- 
taled 172 for each 1,000 persons 
canvassed. From this it is esti- 
mated that in the country as a 
whole there were 22,000,000 such 
illnesses in the period covered, or 
about 16 illnesses for each death 
during that time. The average du- 
ration of each illness is estimated 
at 57 days (illnesses of all dura- 
tions exceeding one week were in- 
cluded), from which it is concluded 
that about one and one-quarter 
billion days are annually lost from 
work at home or in industry and 
from school. Stated more force- 
fully, “Six million people in the 
United States are unable to work, 
attend school, or pursue other usual 
activities each day during the win- 
ter months on account of illness, 
injury or gross physical impairment 
resulting from disease or accident.” 

The New York Times, in an edi- 
torial on the survey’s findings, re- 
marked: 

“Out of this report emerges the 
unpleasant fact that one-third of the 
population is ill-fed, ill-housed, ill- 
cared-for in sickness. Fifty mil- 
lions are found in families that have 
to live on $1,000 a year or less— 
precisely the class that needs more 
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free medical care and more pre- 
ventive service than it is now re+§ 
ceiving. Fifty more millions wit! 
incomes between $1,000 and $2,000( 
require public aid when they are 
stricken with diseases that can be 
treated only at high cost. As forg 
the open country, there are 2,500( 
rural counties and only 946 healt 
officers. Despite the 480,000 beds: 
in our 6,000 general and allied spe- 
cial lidspicale there are only 7708 
institutions with true out-patient 
departments where the medically in-+ 
digent may receive free treatment 
Obviously we have a problem more¢ 
formidable than any presented by 
an infectious disease of epidemic 
proportions. For both medicine 
and economics are intertwined. 
“What shall be done? Medical 
insurance, the group practice of 
medicine, Federal and State sub 
sidies, State medicine as it is prac- 
ticed in Great Britain and on thet 
Continent—all are frowned upoi 
by the American Medical Associa 
tion. Nothing comes from tha 
body except a noncommittal wil+ 
lingness to consider any propo 
that the Government may make.” — 


The British Health Report 


The Report on the British Healt] 
Services which was issued by P E P? 
(Political and Economic Planning), 
in December was three years in thet 
making and runs to 200,000 words. 
Of it the British Medical Journal 
said “this survey is more compre+ 
hensive in its range than anything: 
that has yet been done, and more 
frankly, though constructively, 


itical of the chaos in which the 
nany independent and sometimes 
onflicting health agencies operate.” 
P E P has indeed done the nation 
Service in providing an impartial 
ind very inclusive analysis of all 
ne factors involved in public health 
olicy. It treats all the funda- 
hental physical conditions, such as 
ousing, sanitation, water supply, 
bod and nutrition, air and noise, 
burces of infection, and medicines. 
surveys all the medical agencies, 
iblic and private, including the 
lied professions of dentistry, oph- 
ialmology, pharmacy and nursing. 
addition to the general problem 
maintaining the public health, 
Ktention is given to such other 
foblems as industrial health, ma- 
rnal and child health, and special 
spects presented by tuberculosis 
ad venereal diseases, the crippled, 
ind, deaf and dumb. The facili- 
es and techniques of hospitals, and 
e newer activities like research, 
sychological medicine, health and 
ysical education, are also covered. 
nd the consideration of all these 
mponents of national health ac- 
ity leads to important findings 
hd to recommendations for so- 
lal, economic and administrative 
provement. 

| Three main conclusions may be 
jlected for particular mention here 
nce they refer to fundamental 
hanges which have also been sug- 
bsted in the United States. 

}1. The health of a nation re- 
jlires positive Governmental ac- 
bn, and cannot be adequately 
vanced through existing “public 
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health” agencies which have long 
been restricted to uncoordinated 
efforts at removing only the 
simpler and more apparent sources 
of ill-health. 

2. An efficient public medical 
service should be built around the 
general practitioner who, acting as 
the personal health adviser to the 
individual, should be the channel 
through whom the individual gains 
access to consultative treatment and 
specialists. 

3. The National Health Insur- 
ance program should be extended, 
after some revision, with provision 
for dependents and families as well 
as for wage-earners themselves, and 
this should be adequately financed 
by the Government or on a contrib- 
utory basis. 

The P E P broadsheet, Planning, 
in commenting on the Report, had 
this to say on these main points: 

“The health services suffer 
greatly from confusion and over- 
lapping, and in order to minimize 
this we propose their reorientation 
around the general practitioner, 
who should be enabled to bring the 
resources of the health services on 
the one hand into contact with the 
needs and peculiarities of the indi- 
vidual patient on the other. The 
present status of the general prac- 
titioner is unsatisfactory because he 
is too overburdened with routine 
work to exercise judgment and to 
act as an effective health adviser, 
with the result that he tends to be 
short-circuited by one uncoordi- 
nated specialized agency after an- 
other. The proposed reorientation 
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would involve increased efforts to 
reduce the general practitioner’s 
load to manageable proportions by 
general efforts to promote healthy 
living and by cutting down the 
number of neglected complaints in- 
volving prolonged curative treat- 
ment. It involves raising the 
standards of personnel, training and 
equipment of the general practi- 
tioner, and checking the unbalanced 
growth of specialist agencies. It 
implies a more comprehensive basic 
health service, readily available, 
and eliminating avoidable geo- 
graphical, administrative or finan- 
cial impediments. 

“The general practitioner, how- 
ever, cannot function satisfactorily 
unless he has behind him a range 
of better coordinated and less frag- 
mentary health facilities of a more 
specialized nature, to which cases 
can be readily referred where neces- 
sary. Study is needed not only of 
the diseases and disabilities of the 
human body, but of the health 
services themselves, with their can- 
cerous growths of redundant in- 
stitutions and committees needing 
drastic surgical treatment. 


* * * 


“The crux of the problem of the 
medical profession is to agree upon 
the appropriate role of the general 
practitioner in relation to the spe- 
cialist and to the public health 
services. Our view is that diag- 
nosis is itself the first and most 
important of specialisms, and that 
the general practitioner with his 
essential knowledge of the patient’s 
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background, should be recognize 
as the specialist in diagnosis. Ez 
cessive resort to specialist servicc 
is bad both for them and the publi¥ 
lowering standards, increasing con’ 
gestion and often wasting time a 
money. ‘The basic task is not t 
provide for disease in the abstraci 
but to provide for human being 
suffering from or liable to diseas¢ 
This is the task of the general pra 
titioner, who cannot be satisfacte 
rily replaced in it by anyone elss 
It should be his function to see tha 
the best use is made of the specialis 
services by the patients under h: 
care. 

“For many reasons, however, thi 
general practitioner is rarely abld 
in existing circumstances, to fill thi 
role adequately, and still less to ac 
as a family health adviser. Som 
of these reasons are connected wit! 
social and economic conditions, oth 
ers with the limitations of medic 
training, medical knowledge an 
medical etiquette, while others at 
due to accidental factors which havy 
lately tended to undermine the ge 
eral practitioner in some of his mos: 
essential functions. ri 

“There is no necessity for a clasi 
between public and private medica: 
services or between the specialis: 
and the general practitioner, whe 
are essential to one another. Thi 
fact must, however, be faced that 
the private practitioner is losing 
ground, and measures to revers: 
this trend are called for, partly b: 
the health services as a whole actin; 
in their ultimate common interests 
and partly by special efforts of th 


; 


neral practitioner to reassert his 
ition through adopting methods 
re closely in touch with modern 
‘ds. In particular, we suggest 
imining the possibilities of local 
ups of doctors operating from 
ell-equipped centre, such as have 
en been proposed. The exten- 
n of National Health Insurance 
cover dependents, suggested in 
Report, would both stimulate 
necessitate some such readjust- 
nt, in order to meet the increased 
rk. At the same time, the ex- 
sion of National Health Insur- 
e to cover consultant services 
uld substantially help to es- 
lish in the case of panel prac- 
oners the type of constructive 
laboration with consultants that 
have in mind. 

x * * 


‘On finance, we show the need 

discriminating between the 
ual expenditure, public and pri- 
e, upon dealing with sickness or 
blement, and the distinct and 
ch larger economic loss  sus- 
1ed for example through dislo- 
ion of business, loss of earning 
er and other items not appear- 
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ing in any ordinary balance, but 
none the less real. On this account 
it is economically unsound to take 
a narrow or immediate view on 
health expenditure, because of new 
expenditure at a strategic point, 
although apparently difficult to “af- 
ford,” may well save several pounds 
worth of existing expenditure al- 
ready falling at some remote point 
on say public assistance or private 
incomes, or as a charge on industry. 

“The taking of wide views is 
made unnecessarily difficult through 
the grossly excessive number of 
channels from which the finance 
of many health services is drawn 
under present arrangements. Even 
a wage-earner’s denture may be paid 
for partly out of three or more dif- 
ferent funds, each controlled by dif- 
ferent administrators, involving a 
senseless duplication of correspond- 
ence and committee work. ‘The 
fact that the British wage-earner 
wants and is willing to pay for more 
medical attention is indicated by 
the large number and membership 
of the voluntary schemes which 


have sprung up for this purpose.” 
James W. McNAa tty. 


Cp 


Letter To The Editors 


q OUR interesting pamphlet 
on The Maintenance of 
American Neutrality 
contains much interesting 

material concerning the probable 

changes in economic relations of 
the United States in case of general 
war and the effects of steps which 
might be taken through legislation 
and administration to minimize 
economic contacts with belliger- 
ents. This material is interesting 
but it seems to me rather irrelevant 
to the problem of American policy 
in case of a general European war 
of the type you envisage. Economic 
contacts are, it seems to me, such 

a minor factor in drawing the 

United States into a war of this 

kind that policy cannot properly be 

based upon their elucidation alone. 

You of course recognize this in 
the initial statement that this study 
is devoted solely to the problem of 
preserving isolationist neutrality in 
case that policy is decided upon. 
But if the real objective of policy 
is to keep the country at peace it 
would seem that the study should 
first evaluate the policy of isola- 
tionist neutrality from this point of 
view. 

It seems to me that in case of a 
general European war involving 
Great Britain the United States 
will almost certainly become in- 
volved whether it adopts neutrality 
legislation aiming at economic iso- 
lation from the belligerents or any 
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other policy which is open to idl 
do not think it is true, as you sup 
gest on page 233, that “natiog: 
have usually gone to war to 
mote their domestic welfare.” ; 
have, I think, usually gone to w 

to preserve or to promote the 
power position in the world. : 
the case of a general European w 
which threatens perhaps to destr 
the British Empire, perhaps to 1h 
sult in the transfer of certain of hi, 
territorial possessions in the Ne 


certainly be greatly altered. 
such consequences of the war aid 


of the United States as a Grex 
Power, probably capable of cha n 
ing the fortunes of such a war I 
its entry, should not be confuse 
with that of smaller neutrals su 
as the Scandinavian powers of 1 


great bec Slice can 
dangers of entry would be obvio 
Experience, however, has show 
that in general wars of this typ 


of the Great Powers nearly 
ays eventually enter and I think 
t a study of the balance of power 
ation in the world will make 
‘realize that this is almost inevi- 
le. This factor, which you do 
allude to, seems to me the most 
ortant in any consideration of 
erican policy in case of general 
ropean war and cannot be 
lected. 

hapter 8, on protection against 
paganda, is, I think, important 
I certainly should regard influ- 
es of the kind you mention here 
re significant in bringing the 
ited States into a war of the 
'd considered than the economic 
ors to which you give greater 
ntion. It is true that a country 
ed upon freedom of the press is 
nd to be deluged with propa- 
da and belligerents who are 
ding billions for war will cer- 
ly be prepared to spend millions 
propaganda in the United 
tes when both factions realize 
t the success of their propaganda 
ld almost assure them victory. 
suggest that these propa- 
das might neutralize each other 
your sentence, ‘Conceivably it 
ht not be the desire for peace 
disagreement as to whom we 
uld collectively hate that would 
p us from going to war.” I do 
think there is much in this 
ument. When the country has 
e become war-minded the ma- 
ty who want to go in on one 
will easily suppress the minor- 
who will support going in on 
other side. In fact there would 
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be many who would say it is neces- 
sary to enter the war in order to 
end internal division and to pre- 
serve national solidarity by a 
common purpose. 

Added to concern over the bal- 
ance of power situation and to the 
growth of war-mindedness through 
well-financed belligerent propa- 
ganda would be the inevitable 
recurrence of humiliating incidents. 
No program of neutrality legisla- 
tion can prevent American citizens, 
American ships, or even American 
officials from being injured, nor 
their rights ignored, and nothing 
can prevent news of these incidents 
from getting into the press. The 
recent Panay incident indicates the 
reaction of opinion to such events 
and when they come to be multi- 
plied as they would in such a 
general war it is not to be 
expected that the nationalistic 
mores of the American people 
could be prevented from acquiring 
deep resentments and demanding 
reparation. 

Finally, the steady appreciation 
of the cost of neutrality, which you 
deal with excellently, would be- 
come more and more resented by 
the group who saw themselves, by 
legislative action, deprived of an 
opportunity for great profit as the 
war went on. In time of peace 
such burdens might be undertaken 
cheerfully. In the beginning of 
the war they might be acquiesced 
in under the argument that the 
burdens of entering the war would 
be very much greater. But as time 
went on the resentment against 
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positive restrictions upon the engag- 
ing in enterprises which would 
clearly be profitable to many indi- 
viduals would be a force for war. 
With these considerations in 
mind it seems to me that the pros- 
pects of a policy such as you suggest 
contributing anything toward keep- 
ing the United States out of a war 
is very slight. We would get into 
the war anyway. On the other 
hand, one cannot overlook the im- 
portant contribution which the 
adoption of a policy of this kind 
by the United States would make 
toward bringing about that type 
of war. Insofar as we can per- 
suade the states of the world that 
we really are going to carry out 
such a policy we encourage aggres- 
sions and discourage efforts at col- 
lective security. We have, I think, 
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already contributed a good deal : 
encouraging aggressions both : 
Europe and the Far East. . 
Thus while I do not criticiz 
your exposition of facts based up 
the very limited policy which : 
had in mind, I think that policy + 
in every respect a mistake and th: 
students of the subject ought n 
to so limit their point of view, b 
should ask themselves what poli 
would most contribute to keepin 
the United States at peace. Fre 
this point of view I am convince§ 
that a careful study would inc 
cate that we must contribute & 
ward politically organizing 
world in order to prevent tk 
occurrence of a kind of war whid 
would surely draw us in. 


Quincy WRIGHT. 


Science and Society 
By 
FREDERICK OSBORN * 


err 


HE application of the physical sciences has introduced rapid 
changes in man’s environment, uprooted long established cus- 
toms and relationships, and given man new conceptions of the 
universe. Insofar as man’s development is modified by the 

rol he exercises over his physical environment, the applications of 

physical sciences have changed and are changing him. 


Man’s life has also been greatly changed by the applications ot 
ce in medicine, public health, and nutrition. But the sciences 
h study man himself have had only a limited application. Their 
t on man to date gives hardly any indication of what may be their 
mate effect on man in the future. For the sciences of man are 
loping rapidly. With every advance, they tend to find new points 
pplication.. As this process goes forward, the relation of science 
an will take on a larger meaning than any we conceive of at present. 
her, we may hope that a harassed mankind will welcome an increasing 
cation of science to man himself. ‘There are inertias to overcome, 
no threat of burning at the stake awaits the Galileos of the social 
ces. 

Much attention is devoted to a consideration of the effect of the 
fical sciences in changing man’s environment. It will not be out 
lace to consider briefly the developments which have taken place 
he social sciences and what may be expected of their application at 
future date. 


Vicine, Public Health, and Nutrition. 


Only in recent times have health and the span of life been affected 
he applications of scientific knowledge. The expectation of life of 
id born when George Washington was President was thirty years. 
child born in the United States today may expect to live to 61 (60.7) 
hoy, or 65 (64.7) ifagirl.** In the past generation, infant mortality 
been cut from one in four to one in twenty. 

The lowering of the death rate has had as its immediate effect a 
tion in human sorrow and suffering and a reduction in economic 


rom an address given at the annual meeting of The American Association 
e Advancement of Science, Indianapolis, Ind., December 30, 1937. 
Figures from Metropolitan Life Insurance Co. life tables for whites, 1935. 
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loss, to an extent unparalleled in all the previous history of man. | 
the long term effects of this first application of science to man hima 
may be even more significant. The long term effects result from | 
change in the proportion of people who live through the reproduct@ 
age. Whereas formerly half of the children born died before reach 
the middle of the period during which they could reproduce themsel: 
today 87 percent of the females and 80 percent of the males bl 
do not die until near the end of their reproductive periods. Of a gith 
number of children born today, almost twice as many will grow up tc 
potential parents as would have reached that age a hundred years <¥ 
Put in another way, we have cut in half the number of children wh} 
it is necessary for people to have in order to replace their own numbew 
the next generation. Coincident with this change, western Europ 
countries have reached what looks like a saturation point in populatit 
thus still further cutting down on reproductive requirements. ¢ 


There is an immense release of human energies involved in ti 
reducing the need for reproduction. It is comparable to the reld 
of energy resulting from improvements in agriculture, by which two-thr 
of the people formerly in agriculture are now available for other we 
And it is comparable to the technical improvements which have increa 
industrial output per worker fourfold in the past sixty years. We do) 
yet know what to do with all this newly available human energy. 
will take some time to adjust our economic system to these changes,s 
say nothing of adjustments required in our culture. 


The extension of the span of life has in the United States bi 
accompanied by a reduced number of births per married woman. 1 
reduction in births has in turn been accompanied by widening different! 
in births, so that at the present time some groups of our people 
rapidly increasing and others are rapidly dying out. Raymond Pearl z 
others have shown that these differentials in birth rates are largely cau 
by differences in the social environment. ‘Thus a selective birth 1 
becomes a more important factor in human evolution, and a mil 
man-made factor, when birth rates are generally low and there ii 
long span of life, than when the span of life is short and all mothers té 
to have large families subject only to physical limitations. The extensi 
of the span of life has increased the importance for human evolutio 
environmental factors which are subject to social control. - 


The first direct application of science to man has enormiptt 
diminished human suffering. It has released a vast amount of hur 
energy formerly absorbed by illness or required for the bearing < 
rearing of an excess of children. And it has increased man’s resp{ 
sibility for his own evolution—a responsibility which he did not w 


and for the discharge of which he is as yet wholly unprepared. - i 
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If the other sciences of man are not ready for application, they 
at least at an informative stage. The past twenty years have seen 
xtraordinary accumulation of new material dealing with the qualities 
rates of reproduction of the people of the United States. It is now 
ible to consider the relation of science to man power, present and 
re, in the light of new information about man, and to forecast some 
he things we may expect of the science of man in the future. As 
surement is the first step in the preparation of scientific material, 
may first consider the developments which have recently taken place 
easuring man’s qualities. 


nce is learning to measure Man’s Socially Valuable Qualities. 


The first measures used to classify and compare human beings were 

e of simple physical traits. But the work of finding out whether 
e are correlations between physical traits and mental or emotional 
ts has progressed slowly, and so far has not produced much generally 
ul information. By extending these studies to include the endocrine 
ds which affect the growth of both body and mind, important results 
“be obtained. But this is for the future. At present the work of 
psychologist holds the stage for interest and practical value. 
Psychologists, working on the concept of general intelligence, have 
le their most important contributions by developing mental tests by 
ch it is possible to rank individuals, within reasonable limits of error, 
he order of their levels of intellectual development. Whatever may 
he definition of the qualities determined by the mental test, the results 
ined correlate with success in school or college, and with income 
ied and other aspects of success in life. Intelligence tests have been 
se for the past twenty-five years. During this time they have been 
ed in form and the results from their use have been subjected to 
ical analysis. Their possibilities and their limitations are now better 
erstood, and in the hands of competent psychologists they constitute 
luable and highly developed tool for measuring a socially valuable 
ity. They are beginning to be used in a number of important 
ications, which may be briefly noted as follows. 
Psychological tests of intelligence have made possible critical studies 
e inter-relationships of heredity and environment on the development 
ntelligence. Educational methods have been improved by this new 
ns of determining the type of schooling best fitted to the potential 
ities of the individual. By the use of mental tests it is possible to 
e an inventory of any population group which will indicate the 
age developed intelligence of the group and the individual range 
ariation in the developed intelligence of those in the group. 

Recently much work has been done by psychologists in developing 
sures of personality, measures of special aptitudes, and measures of 
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interest. The problems presented are more complex than those invo! 
in measuring intelligence, but great progress is being made. ‘Tests ‘—} 
these qualities are at about the point which was reached in measuriniff: 
intelligence fifteen or twenty years ago. 

The progress of psychologists in developing measures for the comple 
mental and emotional qualities of man has not been uninterrupted. ] 
have run up many blind alleys. ‘They have employed laborious ne 
to promulgate the obvious. They have used faulty logic and have state 
absurd conclusions, to the derision of their fellows in the more exad 
field of the physical sciences. Nevertheless, they are commencin - ; 
make an epochal contribution to the study of man. At present, from 
their laboratories there sometimes issue strange smells and unexpecte 
explosions. But these modern alchemists will emerge some day 
chemists able to transmute gross human elements to higher forms. 


Already, mental tests are in use to some extent in the grading «§ 
children in schools. When they come to being applied more general. 
they will enormously affect methods of education, the training of peop 
for different kinds of activities, even perhaps the choice of men fd 
public office. At present, psychological tests are highly informative :} 
to the quality of the human resources of the United States, as regara 
present levels of development. Any modern appraisal of the man pows 
of the United States would have to take into account these new w 
of inventorying socially valuable qualities. 


The old classification of our people by race or country of orign 
is now given an interpretation considerably modified from that whi 
was popular only a few decades ago and is still popular in some countti¢ 
in Europe. ‘The fact that in 1930 three-quarters of our white populati 
was descended from English and Northern European stocks is considere 
more important for the direction it has given our culture than as a 
indication of particular genetic qualities. Science has not been able < 
yet to determine with any exactness what differences exist in the averag 
genetic capacities of racial groups. Racial differences which affect t 
development of basic socially valuable qualities are apparently too subt! 
to be discovered by our present methods. Yet the same methods wk 
are insufficient to show the genetic differences between racial group 
have demonstrated very large differences in genetic capacity betwee 
individuals. ‘The determination of the wide range of individual diffe: 
ences is one of the great achievements to the credit of the social scienc 


ete 1917 the entire draft Army of the United States was given | 
simple form of mental test. The immediate results were of practica 
i 


7 
ae 


use to the Army, and the data to this day supply the largest mass 
existing material on the mental qualities of the American peo: 


Unfortunately, unwarranted conclusions were drawn at the time 
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en wide publicity. Chief of these was the mistaken conclusion that 
erences in ratings under the Army tests were the result of hereditary 
erences in capacity. ‘This conclusion was later disputed, and for 
ime the whole testing movement was under a cloud. It is now 
ognized that all tests are highly charged with environmental content, 

‘reflect the home and educational background of the individual or 
up being tested. As an index of the cultural-intellectual development 
the major population groups, the Army tests are of real value. They 
still strikingly in accord with other indices of mental development, 
sh as percentage of illiteracy, inaccuracies in the census, proportion 
Who’s Who, or the circulation of magazines.* The States of Wash- 
ton, Oregon, California, Connecticut, Montana, and Massachusetts 
at the top of the list in any such grouping, a group of Southern States 
the bottom. 

These wide differences in the cultural-intellectual level of the people 
different States are accompanied by differences in living standards 
per capita productivity and consumption, by differences in the extent 
population pressure against available resources, and by differences in 
availability of markets for the things produced. There is no evidence 
genetic differences between these large regional groups, but there can 
no doubt that there are causal interrelationships among all the other 
tors involved. 
_ The psychological tests in the Army in 1917 disclosed a pattern of 
tionships which has not varied greatly with the development in recent 
ts of more refined studies on smaller groups. Standing in mental 
s correlates generally with what might be described as success in life, 
is associated with economic status, cultural conditions in the home, 
aspirations for high standards of living. Studies recently made ** 
ich compare the different counties of the United States indicate similar 
jations and similar relationships as between counties, as do many 
Her studies on occupational groups, school populations, and various 
ial and cultural groups. When such studies are in sufficient detail 
compare individual families and family stocks living in generally 
ilar environments, there is ample evidence that, as between such 
ilies, genetic differences are among the important causal factors 
ounting for differences in level of living and cultural status. 

For the first time, we are in a position to inventory, with some 
ntific accuracy, the man power of the United States, not only by 
nting heads, but also by determining the content of the heads. But 
most exact inventory of the man power of the United States which 
d be made today or at any time in the future, would be valid for 


* Dynamics of Population, Lorimer and Osborn. 1934. p. 144. 
** Garter Goodrich. Migration and Economic Opportunity. 
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only the time at which it was made. Human resources are not stati 
they exist only as they are renewed from one generation to another. | 
used to be thought that the process of renewal was automatic. Such! 
belief seemed justified by the fact that the population of the world h : 
trebled in numbers during the past 160 years, and that from 1780 | 
1930 the white races increased from 150 million to 635 million peopg} 
But apparently it is just as possible for people to decline in numbers 
it is for them to increase. ‘The old process of growth is now comiig 
to a sudden stop among urbanized peoples. In most of the countries 
Western Europe a period of decline is indicated.* The nature of tlt 
decline in natural increase is closely related to questions of future mi 
power. 


Science is now able to provide forecasts of Population Growth, bo@ 
for the Population as a whole, and for the different Groups with. 
the Population. 


As recently as ten years ago the growth of population was measura 
by the use of crude birth and crude death rates, e. g., births and deat; 
per 1,000 of population. Under this method of analysis, births wei 
showing a cumulative decline and had fallen by 1930 to 18.7 for t 
country as a whole, but death rates had also declined, reaching a lot 
in 1930 of 10.8 per thousand of population. There was a margin 
births over deaths of eight per thousand, and the population appeared — 
be rapidly increasing. It is now recognized that these crude rates ai 
greatly affected by the age grouping of the population, and have litt 
value for forecasting population growth more than a few years ahea 
In recent years, new methods of analyzing population growth have bee 
developed, notably by Dublin and Lotka and by Kuczynski, which r 
possible fairly reliable forecasts of the growth which will take plas 
during the next forty or fifty years. By taking births among wome 
by specific age groups, and taking deaths by specific age groups, it | 
possible to derive a true or intrinsic rate of births and deaths which | 
not influenced by the age grouping of the population concerned. DJ 
ducting such an intrinsic death rate from the intrinsic birth rate, thez 
is obtained a true or intrinsic rate of reproduction which indicates tk 
extent to which in any given year the women of childbearing age a1 
supplying sufficient children to replace their own number in the nez 
generation. Intrinsic rates for 1930, after making certain adjustment 
for inaccuracies in the Census, were births 16.9 and deaths 16.3 pe 
thousand population, a very different result from that given by the crua 
rates quoted above, 18.7 for births and 10.8 for deaths. 4 


*Carr-Saunders. World Population. 1937. 
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It is evident that a gross increase in population in any period may 
taking place at the same time that intrinsic factors are making for 
ultimate decline. Thus, in the decade 1920 to 1930, the United 
es had the greatest increase in population ever recorded for a ten-year 
iod, over seventeen million, of whom only a part could be accounted 
by immigration, yet by 1930 there were fewer children under 5 years 
ge than there had been in 1925. 

The slight excess in the rate of intrinsic reproduction in 1930 above 
t needed for replacement has been whittled away since that time, 
there can be no doubt that the country is at present declining in 
bers in a true or intrinsic sense. Our people are still concentrated 
he younger age groups and no gross decline in population is likely 
et in until large numbers now in their twenties have moved up into 
later age groups where death is more frequent. If there should be 
further decline in the intrinsic rate of reproduction, the population 
he United States would continue a gross increase in numbers until 
ut 1980, reaching over 180,000,000 by that time. But it seems 
remely unlikely that the fall in the birth rate which has been continuous 
a hundred years will suddenly cease. The best guess of students in 
field is that the fall in the birth rate will continue, and that the gross 
ulation will be something less than 150,000,000 by 1970, declining 
reafter. 

In recent years the decline in the birth rate has been greatest in those 
ions of the country where the birth rate is the highest. The rural 
thern States are still supplying an excess of births which go far to 
et the shortage of births in the urban States. But births in the South 
from 1900 to 1930 more rapidly than did births in the already lower 
h rate sections of the North. As the South becomes increasingly 
scted by the influences of modern civilization, it is likely that the excess 
irths in the South will be reduced to a point quite insufficient to make 
for the losses in other sections of the country. 

We are facing a decline in population, and an aging population. 
ere will be more than twice as many people 65 years of age and over 
1980 as there are at the present time. But this increase in aged 
endents will be more than offset by the decline in the number of 
ng people 19 and under. There will be little change in the pro- 
tion of people at the most productive ages, from 20 to 44 years. The 
owing table indicates the changes which have taken place and those 
ich are impending.* 

* The Annals of the American Academy of Political and Social Science. Vol. 
November, 1936. p. 1 
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Age 1880 1930 1980. 
Under 6<ic oo en te ee ee 13.8 9.3 6.4 

Co ean PE IRR ae Phebe 34.3 29.5 20.3 ] 

20-442: UA ee eae 35.9 38.3 35.4 t 

AS264 niet todbiaounancce eee 12.6 17.5 25.8 ' 

G65 ANG OVET c.s 6 oss «oc ale tance 3.4 5.4 12.1% ‘ 
Total ess. ae eee 100.0 100.0 100.0 


The large increase which is to be expected in the proporlaa q a 
elderly people may considerably influence the national habit of mi 
and point of view, and change various habits of consumption. But sing, 
it will be offset by a corresponding decrease in the proportion of young 
people not yet at an age for gainful occupation, and since the proport id 
of people at the most productive ages remains about the same, the aging ¢ | 
our people should not affect their gross productive capacity. On th 
other hand, the change from a rapidly i increasing population to a stabi— 
and then a declining population might have important effects on ov§ 
economic life. 4 

It is often said that the American economy is geared to a consta 
increase in population, but probably this aphorism relates more to rez 
estate booms than to the actual production and distribution of good 
Gross production of goods might actually suffer from a further increas 
in population. Practically all of the productive farm land of the Unite : 
States is now occupied and under cultivation. Considerable margin: 
land now occupied should be retired. It is estimated that if all ou 
people received a minimum diet according to modern dietary standardi 
the production of food, under present methods, would be just sufficier 
to feed the population expected i in 1950 with no exportable surplus. i 

Even after taking into account the improper use of much lang 
present cultivated, the value of farm products produced per worker f pe 
year is higher in the United States than in any other country. A mucs 
smaller proportion of people i is needed on the land to provide food f 
the rest of the country in the United States than elsewhere. We ar 
thus in a position where the greatest number of people are free F 
industrial and other activities. It is quite possible that we are abou 
at the optimum population from the point of view of maximum outpu 
per worker. Population growth may be stabilizing for us at the point of 
maximum economic efficiency. Other countries are perhaps not sé 
fortunate. Since little is known as to what constitutes an optimuni 
population, it would be ungrateful to an apparently kind Pv aa tif 
lament the fact that we will soon cease to grow in numbers. 

Economic growth need not cease with stabilization of number: 
There is no reason to believe that the wants of the people of the Unit ree 
States are now satisfied, even with the high level of living enjoyed @ 
a considerable fraction a our people. Presumably, wants could continue 
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xpand in the future as they have in the past. Moreover, the level 
iving in the United States is exceedingly uneven. It varies as between 
erent sections and different groups. If all of our people could be 
ught to the level of the 25 percent who are at present the largest 
sumers, total economic activity would be increased many-fold. To 
an extreme example, there are in the United States, in the rural areas 
1e, some fifteen to twenty million people living at a subsistence level 
‘taking a very meager part in the economic life of the country. If 
should emigrate en masse at any given time, the national income 
Id be unaffected. There would be a loss of possibly some of our 
st human stocks, but we in the cities, in the factories, in the distri- 
ion services, or on the prosperous and productive farms, would not 
ce their going. Six million of these people are in the Appalachian 
hlands. Others are in the Ozarks, in the cut-over regions of northern 
chigan, Minnesota, and Wisconsin ; among them are marginal tenants 
share croppers in the South, and marginal wheat farmers in both 
winter wheat and the spring wheat areas of the West. Add those 
. are unemployed in the cities, even in normal times, and we find 
a substantial proportion of our people are neither producers nor 
umers in the sense of any broad exchange of goods. “The question 
ringing these people into effective production and hence consumption 
lentioned here only to indicate that an increase in gross economic 
ity may result as much from the increased productivity of our present 
ilation, as from any actual increase in numbers. 

A stabilization or a slight decline in births may be looked upon as 
litating the solution of many national problems. But within the 
ent national equilibrium of births and deaths, some groups are 
easing rapidly, and some are dying out. These differential rates 
owth set up violent stresses in the body politic, the causes of which 
recently been recognized, but for which the cure is not yet available. 
ulation study, like the science of psychology, is still largely in the 
rmative stage, rather than that of application. 

The largest differentials are those which now exist between the 
1 farmer and the urban dweller. The rural population of the South 
creasing at the rate of 60 percent a generation. ‘The city of Port- 
, Oregon, had a rate of reproduction in 1930 of only 50 percent 
at required for replacement in the next generation, and other and 
er cities are probably approaching the same low level. While the 
1 rate has recently been falling more rapidly than that of the cities, 
e rural-urban differences are likely to continue for a long time to come. 


Among occupational or socio-economic groups, differences in rates 
production apparently increased rapidly during the latter half of the 
Century and the early part of the 20th Century. At present they 
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vary from approximately 75 percent of the rate needed for replacemeng 
among professional people, to 125 percent of the rate needed for replaci 
ment among unskilled laborers. There is some evidence that these diffe: 
ences may now be diminishing, but it is likely to be a long time betog | 
they cease to be an important social force in this country. There is as yy 
no adequate material on differences in reproduction between differer 
types of individuals within the major groups. Until fairly comprehensive 
studies have been made, we cannot estimate what changes are taking plas ‘ 
in the genetic qualities of our people. But the cultural qualities of s 
ceeding generations must be largely affected by the fact that at presexp 
those groups with the poorest cultural background, to whom educationr 
opportunities are least available, are increasing most rapidly, while thog 
with the highest cultural background, who are also receiving the mog 
in education, are rapidly dying out. At the present time differentials 
reproduction constitute a force strongly opposed to cultural and educ@, 
tional advance. q 


On the economic side, group differentials in reproduction increa@ 
the difficulties involved in the attempt to increase the productivity of a 
our people. We have seen that there are large groups of our people w 
take relatively small part in our national economic life. Most of thee 
people are located in districts in which there is a heavy pressure of popul! 
tion against the resources actually available to them. In the Southe: 
Highlands, for example, the chief available resource at present is the lan 
and the land of the mountains is insufficient in quantity as well as : 
quality to maintain the larger populations it now supports. Bituminon 
coal mining, which is another important resource, is also surfeited wi 
labor. The pressure of population is increasing from year to yee 
because of the high rate of reproduction of the mountain people. Migr’ 
tion is the alternative to progressively lower levels of living and a pra 
gressive over use of the meager soil. But the people are ill prepared 4 
background and training for migration into the urbanized culture whid 
awaits the migrants. ; 


* 


The picture may be briefly summarized. There are great differenca 
in the rate of reproduction of major cultural and economic groups / 
this country. In every case, high rates of reproduction are associate 
with isolation, inadequate educational facilities, and low economé 
productivity. Low rates of reproduction, much below the rate whic 
would be required for replacement, are associated with urban influence 
high standards of education, and high economic productivity. To dil 
entangle these relationships, to establish causes, and to determine 
social changes would effect a redistribution of births, is one of the maja 
tasks of the social sciences. 
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ience Is Beginning to Work on the Problem of Changing Human 
Qualities. 

Science has confirmed what has always been a matter of common 
ormation, that individuals vary in their socially valuable qualities. 
e beginning which is being made in measuring certain qualities is the 
st step towards a far off goal, that of improving man himself. We 
now mark on a common scale the mental capacity of the idiot with 
I. Q. below 60, the feebleminded below 80, the genius who may 
ain 200. Measures of the balance of personality, of special aptitudes, 
interests and emotional drives, are being rapidly developed. 

Using accepted methods of measuring man’s traits, science has 
ablished that variations in the developed qualities of human beings 

the end product of the individual’s genetic constitution as it is acted 
on and developed by his environment. Which is to say that the two 
tors which have been popularly differentiated as the factor of 
edity and the factor of environment have no separate existence in 
: development of living organisms. Each is necessary for develop- 
nt. Their relationship may be different for each individual, different 
each characteristic, and different for each variation in the environ- 
nt. In the past the subject has been confused by lack of definition, 
isted by class prejudice, by race prejudice, and by emotional confusion. 
wly, and piece by piece, it is by way of being settled by scientific 
earches on the part of psychologists, anthropologists, physiologists, 
eticists, and others. Few fields of investigation are more important. 
Our present inquiry deals with the relationship of science to man 
er. Weare considering the possibility that science may shortly play 
art in improving man himself. We may define our problem by sup- 
ing that certain general qualities, such as intelligence, vitality, a 
anced personality, initiative, and a spirit of cooperation, are socially 
uable, and are subject to measurement. We may also take as a 
mise that the improvement of man’s environment as it affects his 
elopment, and the improvement of man’s genetic capacities, are 
errelated points of attack on the improvement of man. 


e Improvement of the Environment as it affects Development. 


From earliest times to the present day, an enormous amount of effort 
been spent on the attempt to improve human qualities by home 
ining and by formal education, and by proper food, care and exercise. 
e result of all this effort has never been wholly satisfactory in the 
t, nor is it satisfactory today. It is an open question whether the 
eral level of many desirable qualities is any higher today than in 
past. The fact is that no scientific determination of the relative 
ct of different methods of training has ever been attempted until very 
ently. The task is complicated by variation in results of training 
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due to individual differences among the persons being trained. In suajy 
a situation personal observations by even the most acute intellects jj 
not add greatly to the accumulation of knowledge. 
Today, scientific methods are being used for the first time to dete¢ 
mine the effects of particular environments and particular kinds ¢ 
training on the development of individuals of different initial qualitie@. 
Progress is necessarily slow. Methods of measurement must be refine, 
More must be learned about the extent to which individual difference 
in genetic capacity fix the limits of possible development. The humag 
being on whom the experiments must be made require a score or mop 
of years for their growth. But the slowly accumulating material wir . 
finally give us a result. We will know far more accurately than <}, 
present what kind and extent of exercise, what kind of nervous tension 
makes for the best development of physical and mental vitality in 1 
life. More important, we will know far more accurately than at preser 
what kind and extent of mental education is fittest to develop to 
full the latent intellectual powers of different individuals. Our prese 


this field. 

Slowly, and in the face of obstacles greater than those in the wa 
of the physical scientists, the science of man is accumulating its materia 
It is not unreasonable to expect that some day it will be able to defin 
the optimum conditions for the physical, mental, and moral developmer: 
of individuals. If and when such knowledge is applied, the effectiw 
man power of the United States will be increased many-fold. 


The Improvement of Average Genetic Capacities. 


last stand on the question of man’s right to consider and interfere vy 
his own breeding. Religion imposes the thesis that this is God’s business 
not man’s. A democracy bred in the principles of Rousseau and Jefferse 
resents the suggestion that all men are not created equal. A generati 
inspired by the faith that a steadily improving material environmen 
would improve mankind resents the implication of the geneticist that thei 
faith is incomplete. Minorities fear, with some justification, that a: 
attempt at race betterment might be used for the excuse in a campaiga 
to eliminate minority cultures. People generally look with suspicion o¢ 
what might appear an attempt to breed a super race. 

It will be a long time before the science of genetics has found on 
enough about human breeding to make possible a controlled prog 
for the breeding of specific types of human beings. The fear of suck 
a proposal can be deferred for quite a while. In the meantime, science 
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er than genetics are making important contributions to the question 
human breeding. 

_ Psychologists have determined that the capacity of individuals for 
eloping intelligence is highly related to the similar capacity in their 
ental stocks. “There can be no doubt of a similar relationship with 
pect to the capacity for developing other socially valuable traits. 
dents of population have determined that variations in size of family 
chiefly the result of social factors in the environment. The study of 
specific causes of variations in size of family is now progressing. — 

Knowledge of why some people have large families and other people 
e small families is the first step towards exercising some social control 
r the distribution of births. Few, except students of population, 
lize the extent to which, under modern conditions, human evolution is 
ermined by the proportion of large families among people of different 
es. The improvement of human stocks does not require coercive 
trol over human breeding. Important results could be obtained by 
nging the conditions of society in such a way that from fifteen to 
mty percent of existing married couples would have substantially 
rer families than they are having at present, and a considerable per 
t of married couples have smaller families than they are having at 
sent. Looked at in this way, the difficulties of bringing about a 
dition of favorable selective breeding are not as great as they appear 
be at first glance. It is probable that relatively simple changes in 
ticular aspects of the social environment of civilized, and especially 
anized, man, would result in a tendency for those parents with an 
ve-the-average capacity for development to have more children than 
se parents with less than the average capacity for development. 
Gradual improvement of the average genetic capacities of our people 
uld strengthen the whole base on which American man power is 
It. A gradually improving stock is necessary if we are to take full 
vantage of the possibilities of a gradually improving environment. 
nclusions. 

The sciences which have to do with man are in the early stages of 
elopment. They give promise of building a sound base of accumu- 
ve knowledge which will make possible their application on a large 
e. The improvement of man’s qualities through the application of 
ce is no more chimerical than was the development of the radio 
the aeroplane a generation ago. Such an optimistic forecast derives 
m the present state of the science of man. Whether political and 
ial institutions will be sufficiently elastic to permit of the application 
new methods of control is another matter. When the findings of 
nce reach a certain stage, they tend to become non-controversial. In 
fact lies the hope of their ultimate assimilation into the customs and 
its of our people. 


By 


The Utilization Of Human Resources 
; 
EDUARD C. LINDEMAN! . 


q HE question which confronts us is susceptible of plain statement # 
ce we are engaged in conducting an inventory for purposes o¢ 

: poe, discovering whether our resources are adequate for our needsif 
MEEN There are sound reasons for believing, however, that the under 
lying problem which is hidden beneath this simple equation is still shroudee 
in complexity. If this were not so, we should have long ago founa 
ways for eliminating poverty and waste. It will be a profitable enter® 
prise, nevertheless, to adhere to the rules of simplicity so far as possible: 
Those of us who are disturbed by the hiatus which lies between wha@ 
is existent and what we believe to be latent in our world need to sawp 
what we mean with clarity so that the common man will understand: 

but we need also to mean what we say so that the statesmen and thaf 
enterprisers of our time will wish to act. 


The simplest and most meaningful statement of our problem which 
has thus far come to my attention is that of Professor Lancelot a : 
Hogben * which reads as follows: “. . . the wealth of nations depenc 
on (a) the material resources of man’s environment, (b) the biological 
resources of social personnel, (c) the social resources for mobilizing thal 
common will to make the fullest use of the first two.” a 


May I submit that if a universal problem may be stated in suchi 
consummate simplicity, it should be possible to arrive at cleared con- 
ceptions of responsibility and action? But we have not hitherto found 
it feasible to make this equation “come alive” and thus to incorporate 
itself as an operating principle of national or world economy. We have 
not yet undertaken the elementary task of conducting an inventory of 
our material biological and social resources, nor have we performed the 
requisite logical tasks which are essential to an understanding of the 
relationship between these three varieties of resources. Consequently 
we allow our material resources to become objects for commercial ex- 
ploitation, or worse still, we permit them to go to waste, or to be utilizedd 
for destructive objectives such as war. For want of population policy: 
we allow our citizens to live on marginal lands, while good soil suffers 
from erosion; moreover, our future population will be selected, if we 


do not find some way of arresting present tendencies leading towardk 

. 

1Paper delivered at the annual meeting of The Americ i he 

Advancement of Science, Indianapolis, Ind, December 30, leet oa 
2 Retreat from Reason, page 62. 
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genic breeding, from those groups of the total population whose 
omes are least capable of furnishing a proper environment for normal 
wth and health. And, finally, we have been so tardy in orienting 
various agencies of education and research with respect to the problem 
basic human needs that these expensive institutions and the intel- 
tual classes which they augment cannot fairly be said to be true 
truments of human welfare or progress. 


Because we have not performed these tasks, we are obliged to 
ote large quantities of energy to the negative struggle against poverty, 
ecessary or preventable diseases, and ruthless warfare. Because we 
e not been able thus far to state the problem clearly and to point 
ard solutions with conviction, our people become progressively the 
tims of demagogues, charlatans, false priests, and doctrinaire propa- 
dists. Unhappily, those who are most likely to fall prey to the current 
treat from reason” are young people whose energies have scarcely 
n tapped, who would respond readily, I believe, to an adventurous 
gram dedicated to human welfare—but, alas, young people who at the 
ment seem to have lost confidence in their elders. 


If, for purposes of contrast, I have painted the above picture in 
ors too sombre, I may now return to a more positive task. “There are 
s of promise. This conference is in itself one of the most hopeful 
ications of a resolute return to reason, and there are thousands of 
zens in all sections of our land who share the same concern which 
mates us here. ‘This concern has also become integral to the policy- 
king of our Federal Government. The studies of the National Re- 
rces Committee constitute the beginnings of a scientific inventory of 

various resources. But, most promising of all is the growing desire 
thoughtful people to come to grips with this fundamental question, 
ely How may our resources be brought into functional relationship 
h our basic needs? 

My special task is to attempt an examination of those energies which 
latent in human beings, energies which if released and directed, 
ht become resources for human welfare. It will be noted at the 
set that I am using the word “resource” in a dynamic sense, and I 
sume that it might be profitable to pause for a moment to clarify 
language usage. When the term resource is pluralized and becomes 
urces, the meaning intended is usually that of some collection of 
terial already in existence; thus we speak of national and natural 
ources and those who listen understand us to mean forests, minerals, 
water, soil fertility, et cetera; but the term carries also an undertone 
meaning which I believe is present in most persons’ minds, namely, 
t these stores or stocks or reserves are there to be used in an emer- 
cy; thus, it is common to say of the person in danger that he is 
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without resources, and likewise of nations. We also use the te 
resource in describing those relaxed activities of persons who have pes 
formed their necessary tasks and are enjoying leisure. But the sens 
in which I propose to use the term for our present purposes differs fron 
all of these and is, I believe, more appropriate for my context. a . 
source is a capacity for adapting means to ends.* Resources are tk 
capacities possessed by individuals or groups for adapting their mean 
to their ends. Human resources are the energies, either available ch 
latent, which may be utilized for the purpose of making “human societ! 
consistent, to make its faith the explanation of its conduct, and its condua 
a complete rendering of its belief.” + | 
In striving for a dynamic meaning for the term “human resources} 
I have introduced one of the most baffling concepts of scientific discourse 
namely, “energy.” It is not my purpose, however, to lend further e 
fusion to current metaphysical discussions by introducing an amateuri§ 
definition of energy; on the contrary, I shall content myself with a bria 
statement of the varieties of that “ideal quantity” designated as “energy 
which have hitherto been recognized, and these are: 


its velocity. (!4mv?==E) 

(b) Potential energy, or energy of position which in the case of 
heavy body increases with the height of the body above thil 
earth’s surface, and in the case of a system of bodies attri 
each other with a force inversely as the square of the distance. — 

(c) Heat energy, or the transformation of heat into motive power 
(Thermodynamics. ) 

(d) Energy of Molecular condition which is created when bodie 
change their state as, for example, when two substances con 
bine. (Thermochemistry. ) 

(e) Radiant energy which is imparted from one body to another 
means of heat radiations. (Radiodynamics. ) 

(f) Electrical energy or energy which may be called into power 
frictional mechanical power, by chemical or galvanic action, b? 
heat or thermal action, and by magnetic influences. (Electro 
dynamics. )* 


Dt 


Where in this hierarchy of forces does human energy belong? Ot 

viously, it is not another form or variety of energy but is rather som 
It was in this sense that Froude used the t : 

relation to military tactics. «ferme te SS, Behe 
‘The Emergence of Man by Gerald Heard, page 272. 


‘Since I am still striving for simplicity, I implore my colleagues not t 
challenge my use of such question-beseing terms as force, Sawens rope et ceterar 
in the above definitions. : y | 
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pound of (c), (d), (e), and (f) as named afen ahd may’ Be 
sidered to be observable, if not measurable, in terms of (a) and (b), 
t is, it may be either kinetic or potential. LIBRARY 

Since our present inquiry is empirical in character, we may assume 
t human energy, no matter what its source or its precise nature, 
resses itself in the form of activities which may be labeled: 


(a) Mobility, or the capacity to move in space. 

(b) Motility, or the capacity to respond to stimuli. 

(c) Intelligence, or the capacity to assimilate knowledge and solve 
problems. 

(d) Imagination, or the capacity to conceive ideal forms. 

(e) Temperament, or the capacity to respond effectively to expe- 
rience. 

(£) Sociality, or the capacity to collaborate with other human beings 
in the pursuit of common goals.® 


may now carry the process of definition one step further: Human re- 
rces are those manifestations of energy which express themselves as 
acities which man may, in turn, utilize for purposes of adaptation to 
environment. A more dynamic definition, presumably, would read 
follows: Human resources are energies which man may turn to 
ount in utilizing all other varieties of energy resident in nature. (This 
nition will not be interpreted, I trust, as meaning that man has 
stence somehow outside of nature, since I have already indicated that 
energy which he is able to transform into capacities is of the same 
racter as those other varieties of energy described above. ) 


I 


If human resources (energies or powers) are capacities for adapting 
ans to ends, we are then confronted with an array of questions which 
ome directly relevant to my main inquiry which has to do with the 
blem of utilizing these resources for purposes of human welfare. 
hall select as many of these questions as seem to me pertinent and 
essary to a proper understanding of my major inquiry, and shall then 
ceed to examine one or two in the hope that this exercise will move 
at least one modest step forward. The fundamental questions which 
w evoke serious attention from men and women of scientific and 
ilosophic temper seem to spring from the same source and may be 
d to obtrude because there is so great and persistent a discrepancy 
een what might be and what is, between mankind’s possibilities and 
®It is, of course, the business of the physiologists, psychologists, and the social 


logists vide more detailed and accurate descriptions of these various 
Bee ets tek at wr that the above outline is a slight modification 


ne classification suggested by Floyd Allport in his Social Psychology. 


its realities. Although these questions are being formulated in divers: 
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manners, 
(1) 
(2) 
(3) 


_ The title of his presidential address for the American Philosophical Associa- 
tion was “The Energies of Men” and the address was delivered on Decenther 28, 1 


_—» 
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they seem to me to condense into the following: j 


In terms of what is now known regarding human nature, wha 
are the basic human needs? 
An appropriate response to this query would lead to an 
examination of those needs which arise because human being, 
are 
(a) animals and share the same needs which characteriza 
the animal world; 
(b) members of a special branch of the animal world 
that is, a species, and the needs for each species ar 
different ; : 

(c) participants in differentiated culture-systems; 
(d) individual personalities with needs which may be said 
to be idiosyncratic. : 


What resources, material and human, are now available for: 
satisfying these needs? i 
In raising this question, we may assume that man, as a parti 
of nature, is a product of ecological balance and that, therefore 
all of his elementary needs are achievable in terms of he habitat. 
But, we must also assume, I believe, that man’s needs ar 
dynamic and that he is constantly disturbing his environment 
and increasing the range and the rate of his movements in vd 
The consequence of his interference with the natural envir 
ment is a constant decrease in the effectiveness of those automati 
controls which regulate the life of organisms in a natura 
habitat. Once this natural balance has been disturbed, once 
the secondary environment comes to supplant the “natural” 
one, there comes about a distinct change in the character of 
needs and controls. Human needs are identical with animal 
needs only on an elemental level. When man is considered 
as man and not merely as animal it becomes obvious that the 
resources upon which he must ultimately rely are those which 
we have called human. hei 


Since it seems clear that we do not utilize our human resources 
or energies fully, the next significant question becomes “Why?” 
If our energies are not fully used for purposes of adapting our? 
means to the ends of human welfare, what impedes us? W hat: 
is the cause of our frustration? 5 
This is the question upon which William James turned his 
luminous mind over three decades ago.? Professor Jame 
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began his inquiry by attempting to discover’ first of all a 
physiological and then a psychological explanation of the phe- 
nomenon known as second wind. ‘This investigation led him 
to an examination of the human “energy budget” and from 
thence he proceeded to introduce psychic and mystical concepts 
which were at that time playing an increasing role in his 
reflective life. 


(4) If we adhere to the definition of human resources as being 
capacities for adapting means to ends, it appears that the 
principal means or instruments of human adaptation are the 
derivatives of science and technology. But, for what ends are 
these instruments to be utilized? What disciplines of thought 
or conduct are to instruct us in adapting our means to proper 
or valid ends? 

This question might, perhaps, be stated with more clarity 
by substituting the following: 


(a) How may the ends or goals of life be esib? 


(b) How may scientists and technicians function on 
behalf of tested goals? 


(5) If we possessed greater assurances regarding basic human needs, 

would it be feasible to construct an educational system which 
took as its initial rationale a tentative pattern of such needs 
and then continue to grow and proliferate as an instrument for 
aiding in the satisfaction of such needs? 

This query reverses the educational formula, as will readily 
beseen. It suggests that education might begin by dealing with 
the problem of human needs and not with the problem of 
existing subject-matter. It assumes also that human resources 
might be released and hence become utilizable to a greater 
extent if this reversal of the learning equation were put into 
effect. 


By way of recapitulation, it appears that the first two questions 
osed above may be referred to scientific investigators. “They should 
ble to present us ultimately with a workable pattern of basic human 
s and they should also be expected to present us with a practical 
mtory of our material and human resources. The last three ques- 
s have not yet reached that stage of development which represents 
ue problem for the scientist. Consequently, there is still much work 
e done in bringing these questions to that point of clarification and 
lenge which will transmute these questions into true propositions. 
s this task which I have hesitantly set for myself, but I realize fully 
it is a project which calls for the collaboration of many minds. 
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What I shall have to say about these three inquiries is to be regar 
then, as a preface for a much more comprehensive investigation. 


II 


The three questions which have not yet been sufficiently refined ana! 
clarified are: (a) Why do we not utilize our human resources 
fully? (b) How are we to determine and validate human goal 
(c) How is education to be used as an instrument for adapting 4 1) 
means (energies, resources and capacities) to our goals or ends? 
dealing with questions of this sort it appears that two types of logic | 
needed: If the questions are to be brought to the propositional le 
we shall need to employ a semi-rationalistic logic, and if the ensuing 
propositions are to be translated into action, we shall be obliged to use 
a dynamic logic. If the problems with which we are dealing had already 
been prepared for scientific approaches, it would not be necessary to us 
a rationalistic method, but I see no escape from this dilemma. 
cannot expect scientists to undertake researches upon problems w! 
have not yet been clearly stated as problems. I can only hope thay 
this mixture of logics will not confuse those who are now prepared t 
join me in this difficult but important enterprise. 


far in excess of their contemporary employment, we must first off 
seek for reasons why this should be so. William James, trouble 
this same paradox, seemed to find a partial answer when he said: 
are all to some degree oppressed, unfree. We don’t come to our o 
It is there, but we don’t get at it. The threshold must be made 
shift.” * When William James said, “it is there,” he meant the ene 
the resource is there, but we are not free to make use of it. In his sea 
for what renders us unfree, what restrains us and keeps our resou: 
from being utilized, he came very near furnishing the insights whic 
have more lately come to be the major preoccupations of psychoanaly 
He sought for inner barriers and likewise for some spring with 
to unlatch the triggers of action. Hence he suggested that so-call 
“sprees” served a therapeutic function and often released the pent- 
energies of frustrated persons. He proceeded much further towards t 
inner psychic and mentioned the value of certain ascetic exercises < n 
even the practices of Yoga. These various “leads” cannot be neglected 
but I presume that most thinkers of today would wish to approach thi 
problem from another direction. ; 
In any case, my proposal is that we consider this question of th 
unused energies of men in terms of the outer social environment. 
strongly of the opinion that the chief reason for unused human reso: 


’“The Energies of Men,” page 249 in Memories and Studies. 
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our time is to be found in an analysis of our institutional behavior 
the social order in which we live. So far as my own analysis in 
se spheres has gone, the result has been a growing conviction that 
| give allegiance to institutions which no longer function on behalf of 
basic needs. In many cases, we have already transposed the equation 
1 have come to think of institutions as ends in themselves rather than 
means to ends. Certainly, our contemporary nationalism and stateism 
manifestations of this tendency. 


We are frustrated because of many fears, obviously, but these are 
the most part fears born of our social system. The insecurity which 
ditions our freedom is representative of such fears as loss of job, 
of income, or of skills, or of capacity to be useful because of old age. 
ese are not primarily inner fears but rather misgivings concerning 
stability of the social and economic system of which we are parts. 
h fears come soon to have their accompaniment in an inner insecurity 
lich in turn leads to personal instability, and when these fears are suffi- 
tly universal it is no longer a misnomer to state that we suffer from 
ss psychoses. But no amount of expert treatment by psychoanalysts 
ipsychiatrists will suffice to eliminate the basic causes of such fears.® 

Since our current instabilities are so definitely economic in character, 
ecomes pertinent to ask why the science or the discipline of economics 
not arrived at a more accurate and usable statement of the nature 
our difficulties. ‘The answer, it seems to me, is clear: Economic 
ory has not adapted itself to the age of science and technology. As 
w constituted and taught, economics is an abstract set of doctrines which 
iembles our outward structure of legalism rather than the dynamics 
modern science; its major function seems to be to demonstrate why 
potential material and human resources cannot be fully utilized. 
Professor Hogben has summed up the dilemma of conventional 
omics in a most telling manner and I quote again from his startling 
ay called Retreat from Reason: “Unpleasantly aware that the infusion 
h little genuine scientific knowledge would compel them to undertake 
arches for which they lack both requisite training and social inclina- 
4, orthodox economists have adroitly entrenched themselves behind 
jarrage of paradox which when stripped of rhetoric reads like this: 


(i) Wealth is what you have and the man next door has not ; 
(ii) if he had it, what you have would not be wealth ; 
(iii) hence there can be no wealth without scarcity ; 


dependent of society, it seems to me much more reasonable to assume that 
i vmind is social and society is mental.” The Origins of Love and Hate by Tan 
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(iv) since there cannot be scarcity if there is plenty, there cana ( 
be plenty if there is wealth;  . i 

(v) if there were no wealth, there would be no economics; 

(vi) but since there is economics, there cannot be plenty,” *° 


Here, then is one of those “energy-releasing ideas” which William Janry 
sought, namely, the notion that the economic problem might be 2f 
proached and studied from the viewpoint of potential plenty rath} 
than scarcity. But, like all generative ideas, this one is not easy 
adoption, especially by those who have enjoyed privileges under t¥ 
dispensation of an economy of scarcity. Our failure to accept tlt 
notion of plenty if prolonged, may easily become the cause of o¢ 
cultural decay. The alternatives are the spread of “cults of insurr 
tionary and conspiratorial violence which will inevitably breed a successh} 
and ruthless reaction, or an acquiescent Opposition, content to gath 
the crumbs which fall from the rich man’s table.11 The plain truth i 
the matter is this: Our existing economic institutions do not functié 
on behalf of basic human needs and the inescapable consequence is t! 
faulty use of our material resources, including technology itself, am 
the half-hearted, zestless, and truncated utilization of our human 1 
sources. Nothing can awaken modern man to a free and spontaneok 
release of his energies until the misleading economics of a pre-machii 
era is supplanted by an economy of plenty. The foregoing propos 
is stated by Stuart Chase in the form of the following question: “Is th 
trouble that the wicked world pays no attention to the ‘laws’ . 
economics, or is the trouble that the laws themselves have little relati 
to reality?” 4 

What has been said above should be regarded as an exercise in logy 


and not as an economic syllogism. What I am striving to do is 
break down certain concepts which now serve as barriers to free 
thinking. We stand perplexed and confused before the fact that w 
possess a vast reservoir of human energy which we cannot utilize fd 
purposes of fulfilling normal human needs. It would be anothe 
manifestation of wasted energy, however, if we continued to repez 
our confusions without coming nearer a rational hypothesis which migh 
permit us to make use of this potential but unused energy. Unhappil: 
this essential hypothesis cannot be clearly stated because certain bas 
facts are lacking. Our confusion is further confounded by the realiz: 
tion that we cannot secure the right facts if research is dominated by on 
older conceptions of the nature of economic process. May I step asic 


for a moment, then, to suggest one or two researches such as the situa’ 
seems to call for? 


'10 Pages 65 and 66. 
11 Ibid, page 64. 


ae “Word Trouble Among the Economists,” Harpers Magazine, December, 
p. 53. ) 
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(1) Many theorists insist that technology is itself the cause of 
ressive unemployment. So long as these interpreters continue to 
the situation in terms of traditional conceptions, their conclusions 
appear to be sound and we shall be impeded by the spectre of 
nological unemployment. If a labor-saving invention displaces one 
red workers, and if only twenty-five of these workers (or their 
terparts) are needed in designing, manufacturing, and operating the 
machine, it is obvious that seventy-five workers will be unemployed. 
s far our solution for the situation confronting the seventy-five 
ers thus thrown out of employment has been 


(a) to urge them to offer their skills in the competitive labor 
market ; 

(b) or, to change their occupations, abandon their accumulated skills 
_and seek employment in other industries or professions which 
may be at the moment enjoying expansion ; 

(c) or, to have them apply for public relief.** 


Two important elements are omitted from this formula, namely, 
social responsibility of the enterprisers who make use of the labor- 
g machinery, and the factor of human needs. All of the above 
tions” for the situation precipitated by technological advance are 
d upon social statics: they include the assumption that an increase 
ofits is justifiable, even when human consumption remains constant. 
this is precisely what a progressive, technological society cannot 
ate. The price which a progressive society must pay for labor-saving 
inery is a constantly rising standard of living for producers. Other- 
, technology will result in cumulative economic recoils which will 
rn evoke social repercussions, hence energy which might have been 
zed for producing more wealth will be channeled off either as anxiety 
anger, or as hatred and violence. The introduction of these two 
ents (social responsibility imposed upon those who profit by science 
invention and the concept of unlimited expansion of needs) changes 
conomic formula in a fundamental manner. Once these two factors 


Still another alternative is suggested ironically by an editorial writer: “It is 
etly true that one cartridge costing about a nickel, efficiently used, will dispose 
e unemployed person permanently. But morality and humanity are not the 
reasons for rejecting the policy of shooting them. There is perfectly sound 
rfectly hardboiled argument against it. It is the fact that the same cartridge 
disposed of the unemployed man would stall a machine. . . . The function 


ture is not that they eat too much, but that they eat so little. They don’t 
nough to keep the farmers busy, they don’t wear enough clothes to keep the 
le trades busy, they crowd into so few houses that they don’t keep our builders . 
But if they were all killed off tomorrow, then there would be less demand 
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are included, it appears obvious that economic and social planning becor 
essential for the survival of a technological economy. The preseq 
surplus of labor represents a true social paradox, which means tha 
does not make sense. So long as able-bodied workers remain idle 
human needs are not being met, we must grant the irrationality of 
social organization. 

(2) There seems to be a widespread conviction that technologi 
advance, that aspect of industry for which science is responsible, — 
especially unfavorable to persons forty-five years of age and above. [a 
theorists appear to take for granted that the inevitable consequence 
mechanized industry is to regard all energy possessed by persons a 
forty-five years of age as sheer surplus, energy which a technolo 
society does not need. In spite of the fact that one branch of sci 
(medicine) provides us with methods for prolonging life, it is ass 
that another set of sciences must necessarily render this increased 
of life useless. Again, I insist that there must be a more rational wap 
of conceiving this situation. mf 

I have looked over a number of unemployment studies as prep 
ration for this essay (since all unemployment must be regarded as fai 
to utilize human resources) but I am still unconvinced that age is «} 
and by itself a really serious impediment in securing work. It is, ‘ 
course, one of the factors, particularly in unskilled urban occupatior 
but its importance even there seems to me to be grossly overrated. 
example, the following figures reveal that the older workers are not c# 


relief disproportionately to their numbers as gainful workers: am 
Age Percent on Relief 
NGHL7 cicreis « oWis's w ersteteteimactere et Site c ctemere eee tel aneeetene 24. 
WS HF a acsa'd SR. 0! 5's aah hd ele Ad oteedente e iat ene lac eae ae 18.6 
20H24 5 Rates «2 swans see wh oto es per bokee sh oie Ore 12.8 
FR 5 Ho Mei cid « «hie, 0 arhePahia ee Renta rata cele ree eee 11.8 
EE ht EI en ort Sc tel Ai ome 12.7 
BS =D ares «5 ov waiaaehe enue te en ie cea neet eee 13.9 
S5=64;. Fue . soe c Sata Cite tate entre sie ee Rae 12.7 14 


These figures seem to me to reveal that workers are unemployed beca 
there are no jobs and not primarily because of their age. A si 
result is evidenced by a study in Massachusetts which reveals the inc 
in unemployment in that state between the years 1930 and 1934 i 
terms of the following percentages: 


Age Percentage Increase 
20 =24 i cighitis cs a is'a 's Start wale cee Renate See area 218 . 
25-29 atta « xs « clecane« etenials Siemens niet a eee 183 
ETEK SG 3S EER Sissi cnn ga Emirs Cera ¢ 158 
35-39,c5 atthe «is 6 s,crgns. dlalclete ens che og fteecins cree 152 
AAA solete:«' «sles ih ute acai a ale i eee ere eee 162 


4 This table is based upon the labor : a 
af the 1980 concur: P abor inventory of 1935; the percentages are tl 
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Age Percentage Increase 
Sea eR TOMI roll ajioceht = ote. a's el pre leselnie’isiey eel ¢ sysiieie eel scorers 160 
OS SA Merce ete iaiies cto stan actinicle > Sie avs ab neioees's 169 
BECO eta tom 5 SOCIO EAE AO aera ig tara ae 145 
COGAN a che eoteias cl eterarevere feted «= res 167 


oth of these instances, it appears that the incidence of unemployment 
ighest among the young—which means, presumably, among those 
have had no work experience, or whose skills are not highly devel- 
. In fact, none of the studies which have come to my attention 
to me to validate the assumption that technological advance has 
ght about a sharp decline in employment among those who have 
ed middle age. 

Another assumption which needs to be tested is the belief that 
kers on relief have become unemployed by reason of inefficiency or 
pacity. There appears to be a popular notion that workers on relief 
the “culls” which technology has discarded. A recent study ** of 
efficiency of skilled workers employed on Works Progress Admin- 
tion projects reveals that 


78 percent were doing work which was either excellent or passable 
in terms of efficiency ; 
9 percent were below efficiency performance ; 
14 percent were variously graded by the observers and should 
probably be dispersed between the other two categories. 


another study ** of the disabilities of workers in regular employ- 
t and those employed in Works Progress Administration projects 
als that the difference is only two percent ; in other words ninety-four 
ent of those in regular employment were without work disabilities, 
reas ninety-two percent of those in work relief employment were 
out such disabilities.** 

I trust that what I have said above will not be interpreted as an 
ment contrary to the movement which strives for insurance against 
hazards of old age, unemployment, sickness, and accidents. It is 
belief that all of these hazards, which tend to increase in a techno- 
cal economy, should be mutually shared by means of insurance, the 
of which is to be as equitably distributed as possible. But insurance 
ot a positive approach to the problem precipitated by the existence 
ast stores of human energy which are not now used for productive 
5 The Skill of Brick and Stone Masons, Carpenters, and Painters employed on 
ks Progress Administration Projects in seven cities in January, 1937, Curtis, 

and Berman. 

6 The Occupational Characteristics of the Relief and Non-Relief Population of 
m, Ohio, 1935, Hauser and Woolbert. 

7 An unpublished thesis by Sarah L. Liebert on “The Nature of Unemploy- 


ty” adds still further evidence to the conclusion that there are very few 
ms in the total pulation who are incapable of useful work, or who are 


letely unsusceptible to work-motivations. 


purposes. Insurance is a substitute for a more rational economy a: 
since no social system can be perfect, we shall need such substitutes. B. 
it is unthinkable that we shall continue to rely upon solutions for cf 
economic dilemma which leave human energies unused. If, as ma 
economists seem now to believe, technology has already brought us wit 
sight of a high standard of living which does not require a constar 
increasing amount of human labor, is it not logical to assume that state 
manship should begin to turn its attention to the possibilities of utiliziz 
this so-called “surplus” energy in the constructive pursuits of leisuif 
culture, and the arts? If both labor and leisure were properly distribute 
there would be no surplus energy. 


Ill 


The above discussion brings us now to our fourth inquiry, nam 
the role of scientists and technologists with respect to human goals if 
ends. The position which I am about to take is not popular amon 
scientists. But neither is it supported wholeheartedly by philosophes 
Bertrand Russell is decidedly not on my side of this question when § 
says: ‘“The sphere of value lies outside science, except insofar as sc 
consists in the pursuit of knowledge.” 1 Presumably, when he speai 
of science as a pursuit of knowledge, he implies knowledge for its ow 
sake, a thesis which I believe to be as false for scientists as it isa 
dilettantes. But Bertrand Russell makes his position even more w 
equivocal when two pages later he writes: “The new powers that scien 
has given to man can only be wielded safely by those who, whethi 


Pema 


through the study of history or through their own experience of lit 
have acquired some reverence for human feelings and some tenderna 
towards the emotions that give colour to the daily existence of mé 
and women.” *® "eh 
According to this thesis we are to have two types of people for ot 
machine age, namely, scientists who pursue knowledge for its own sak 
and assume no social responsibility for its consequences, and warmhearté 
humanists who are to keep the scientists in check by exercising a so} 
of censorship regarding the uses to which the fruits of scientific invest 
gation are to be put. But, is this not precisely what we now have 
Is there not already abroad a popular notion that the scientist is 
solitary figure laboring in his modern research monastery merely fé 
the satisfaction of his personal curiosities, completely oblivious to 
wars and the cruelties and the sufferings of his fellowmen? <A fex 
moments of earnest inquiry into the methods and practices of conten 
porary scientists would quickly dispel this romantic but nevertheles 
damaging conception. 
18 The Scientific Outlook, page 266. 
1%” The Scientific Outlook, page 268. 
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Another Englishman, this time a biologist and not a philosopher, 
s the situation in more realistic language. Julian Huxley has taken 
pains to observe how scientists actually operate and this is what he 
- “T think that now we are beginning to see something of what 
ce really is. It is neither something abstract, nor just a product 
few inventive geniuses, nor on the other hand, is it a mere mechanic 
or the servant of profit-making or State interests, but it is a resultant 
number of forces; first of all, the natural disinterested curiosity of 
in men; secondly, the desire of others to get things done and acquire 
rol over nature; thirdly, the general temper of the time; fourthly, 
amount of money spent by those who control the purse-strings ; then 
nature of the general economic system; and finally, the state of 
nical efficiency of the period, which will often determine what 
tific work can be done, and what cannot. Just like any other human 
acteristic, science, too, is the product of an interaction between 
ething hereditary and the environment in which it has to blossom. .. . 
cience is a social function, a particular type of social function, just 
rculation or digestion is a function of the body. Asa social function, 
ience today doing its job as efficiently as it might?” *° 

Mr. Huxley proceeds to mention some of the great neglects of 
ce and particularly those affecting human welfare. He then reverts 
description of those misgivings regarding science which have come 
rouble the so-called common man. In this era of “world crises,” 
Mr. Huxley, “many people have been thinking very fundamentally 
t science, and have come to the conclusion that it is frustrated and 
sided, and that it is so because it is a function of an inadequate 
omic and social system. ‘They are beginning to realize that scientific 
arch is a link in the chain between question and answer in the great 
1 problems which press upon us. We need more research on human 
re and on social structure. Let us not forget that it is quite untrue 
y that human nature cannot change. It is always changing. .. . Do 
let us forget that average men and women have in their nature all 
s of potentialities of which we hardly dream today. . . . Research 
d discover enormous new potentialities, not only of individual human 
re, but also of group behavior.” ** Here, then, is my first answer 
e claim that science must be completely divorced from value: Science 
elf a variety of value born of man’s interaction with other men. 

Our essential problem is not yet clarified. It is not enough to cen- 
certain erroneous views and customs which tend to keep science 
ched from, or perhaps better still, insulated from, the world of 


Scientific Progress by Jeans, Bragg, Appleton, Mellanby, Haldane and Huxley. 
title of Julian Huxley’s paper in this symposium 1s “Science and Social Needs. 


s 180-181 f 
Ibid, page 207. 
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sweat and dirt and human ills. We must join Mr. Huxley in requesti 
scientists to give attention to those crucial problems which now threat} 
our world, but we must be more specific in stating the nature of the 
problems. If, for example, we ask scientists to study social structur 
as distinguished from processes, we have already committed ourse 
(and the scientists who respond as well) to a value undertaking. 

assume at the outset that there is nothing sacrosanct about social structurag, 
and that they must be scrutinized in terms of their capacity to m 
human needs. But, we also assume that a change in these structu 
would release human resources. For what goals or ends are these ne 
energies to be utilized? 


Here we are back once more at the same point from which 


released energies are to serve, what is to prevent unscrupulous an 
exploiting demagogues from channeling this new energy toward th 
own preconceived and doctrinaire ends? Is this not what is happer 

about us in these days, especially in those nations where science has becom 
the subservient handmaiden of the totalitarian state? No, I fear hl 
variety of dualism will not do; there is no such simple escape fo 
scientist in a world which is dynamic and hence value-centered. Sc 
will not have fulfilled its proper function until the specialized scie 
are free to cross into each other’s territory whenever the human proble 
calls for such treatment, and until scientists assume some degree of soci: 
responsibility for the consequences of their inventiveness. A te 


formula, nor will our latent human resources become available fo 
ends of welfare. We must ask the scientists to assist us in the ve 
task of outlining programs of welfare and in the even more delicate tas 
of making reasonable tests of all proposed values. . 


an appropriate respect for science and technology as the foundations 
the modern state. Alas for scientific Germany! Its ablest scholars ant 
scientists must now seek refuge in those few remaining democracit 
where freedom is still alive. Our American scientists will find 
selves in a similar situation if they do not soon give heed to quest 
of human need, human resources, and human values, but there 
be this difference: by that time there will be no refuge for them 
it be as incognitos among primitive unscientific peoples. 
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Our final inquiry deals with the question of education for experience 
technological society. This element of our equation may not be 
led; in modern cultures educational systems exist as the chief 
itioning instrumentalities for rendering behavior compatible with 
urrounding social environment. ‘There is, of course, always a lag 
lucation ; it cannot keep pace with science and invention, but the lag 
no longer be as great as it has been in the past without sacrificing 
ation entirely at the altar of propaganda. 
The assumption which I now risk is this: Modern societies must 
e much more candid in accepting science and technology as the 
dations, the girders, of social structure. Science, in turn, must 
e much more forthright in accepting its social responsibilities and 
jally the responsibility for understanding basic human needs and 
eleasing the unused energies of men. Education must, then, per- 
, become much more scientific both with respect to its methods and 
urposes. I am not particularly concerned at the moment about 
gogical methods. I believe that we have the resources for devel- 
appropriate and fruitful methods of learning, provided we first 
1 know what learning is for. If, for example, the Nazis in Germany 
arrived at certainty concerning the ends of learning, they will soon 
ver, I feel sure, satisfactory pedagogical devices for achieving those 
Indeed, they have already done so! But, we are still uncertain 
t the purposes, the ends, of education. One of the intellectual (or 
I say emotional?) factors which holds us back is the feeling that 
ucation once started out to achieve something, except pecuniary 
idual success for its devotees, that at that moment all learning would 
ae indoctrination. 
The scientist’s fear of indoctrination is, I assume, to be distinguished 
that of the man of vested interests. “The latter wants education 
main free from the taint of purpose because this allows him to 
tain the status quo; at the same time, it allows his purposes to 
1e the general purposes of society, since education which is not 
ly “tendencious” comes to be an incorporation of those values and 
tives which characterize the wielders of power. ‘The scientist, on 
ther hand, shrinks from every form of indoctrination on the ground 
the person who proposes preconceived goals or ends cannot possibly 
e to tested facts. “The scientist does not want us to orient our 
ior in terms of future gradients because he knows that the essential 
which might validate such a future goal are not there. Those who 
to utilize science for purposes of meeting basic human needs must 
t that scientists are right in exercising this caution: the facts are 
here, nor will they ever be there when the case in point has to do 
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with crucial human adaptation to a changing environment. When adapig, 
tion is a dynamic process there will always be some missing facts. Bij 
why should this deter us from making hypotheses? Is this not preciseg 
what the scientist does in his own sphere, especially when the orale 
under consideration appear to be remote from human interests? Sciem 
tists do not hesitate to add such factors as atoms, electrons, genes, if 
cetera, when these are need for purposes of completing a hypothesis; nj 
do scientists refrain from omitting certain factors in an equation wh 
this procedure becomes convenient for purposes of a workable abstracticg 


What I am now asking scientists to do is to help make room in edua§. 
tion and in general public discussion, not for some doctrinaire conceptitf. 
of a future Utopian state, but rather for that degree of tendenciousnap, 
which will orient all education in terms of human needs. We shall nevg 
know precisely what those needs are since they will always tend to becong. 
dynamic particularly in progressive societies. Nor shall we ever kn 
precisely how much human energy is available for attaining such 
because the energy becomes kinetic only when society is itself progressi®, 
and free. These uncertainties should not restrain us from making hype 
thetical approximations with respect to both needs and resources. ‘F 
example, new sources of energy will come into existence if we fil 
ways of eliminating syphilis from the blood-stream; also new ene 
will become available, when we discover mutual ways for lessenin 
strains associated with economic insecurity. But we cannot exp 
society to become scientifically progressive unless its educational instit§, 
tions operate within the frame of reference of human needs and hun . 
resources. Nor can we expect our educational institutions to discow 
the organic nature of all knowledge regardless of whether it origina) 
in experience which belongs primarily to science, to philosophy, to li 
ture, to politics or to the arts unless these various sub-divisions of know 
edge are all viewed in the light of human needs. ‘| 


The curse of specialism is not the fact that the specialist so oftt 
turns out to be a detached and negative citizen, nor to the fact that f 
makes such egregious blunders when he makes pronouncements outsi 
the field of his specialization, but rather to the fact the human experier 
is fractionalized by the pervasive departmentalization of knowledge? 
its source. Students come away from our educational institutions—2 
the disease gets worse as one travels upward in the educational scale 
with their heads filled with unrelated bits of knowledge. Frequen 
they come away filled with contempt for all knowledge which they hal 
not assimilated and which they hence regard as being useless. But, th 
cannot be any useless knowledge, save that which can be demonstrat 
as being manifestly false. All knowing may be turned to human 
But, the student whose approach to knowing is not motivated by a 
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man needs will not turn his knowledge to human uses; on the con- 
, he may come to view knowing as a tool to be employed only on 
f of his personal ambitions. In this manner it comes about as Veblen 
o clearly, that education becomes a form of perversion leading to 
, CoNspicuous consumption and injustice. 


V 


In these pages I have laid a burden upon the younger American 
ists. The chief implication of all that I have said is that our human 
rces, no matter how great in latency, or potentiality, cannot be 
ted unless both theoretical and applied science turns its attention 
man needs. 

With respect to the problems of peace or social integration, science 
jake no boasts. Through inventions which accelerate transportation 
ommunication, science has brought human beings into closer prox- 
to each other but thus far the major consequence has been an 
ase in tensions, frictions, and conflicts. Unless we do succeed 
ding some reliable methods for dealing with the problems of human 
communication, science will come to be regarded as a mere aid to 
anical manipulations, or as a form of sublimated play, or as a 
from fellowship. Although the time has arrived for fresh hypoth- 
I am not yet prepared to declare for the bankruptcy of science. 
he contrary, it is my assumption that our very difficulties arise from 
act that science has not yet entered upon its most strategic domain, 
ly, that of human relations and social organization. 
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Letter To The Editors 


“4 was very much interested in reading the F ebruary numb 
PLAN AGE. ‘Medicine In Transition” by Louis S. R 


a masterly summation of the problem of providing ad 
medical and hospital care to all the people. May I a 
Reed through you, as I do not know his address, if he would allow ¥ 
to use this article as an introduction to my forthcoming book @ 
Cooperative Medicine? Bie 
The fight on Group Health Association, Inc., of Washington, Ds) 
by the District of Columbia Medical Society and its parent organizaty 
the American Medical Association, as depicted by Wm. C. Kirkpatri 
president of the Association, sounds disgustingly familiar. Fo 
years now I have had to contend with anathema, professional ostrac 
political wire pulling and court maneuver on the part of organi: 


pital Association. They endeavored to take my license by way of! 
State Board of Medical Examiners, raised a slush fund of over $20, 
to bribe the lawmakers in an effort to outlaw us and by numerouw 
means to defeat our purpose. Their fight has cemented our m 
more closely to us and we are now in the process of building a 
addition to our hospital since it was built in 1931. The reactionary « 
ment in the A.M.A. are truly the “‘blind leaders of the blind”’. . 


very refreshing to me after eight years of struggle with the n 
oligarchy. Everything he said is true and verifies my own experien 
Medical Director and sponsor of the Community Hospital at Ell 
Oklahoma. 


We organized our cooperative hospital association in the 


medicine. We have about 2,500 families. These people are poor, 
lived in drouth and depression since 1930. They pay an avera 
$25.00 per year per family to maintain their medical staff and of 
their hospital on a cost basis. They maintain their hospital thro 
payment of $2.00 per day, which covers room, board, nursing, m 
dressings, etc., and by paying $2.00 to $3.00 for an X-ray film a 
$5.00 to $20.00 as an anesthetic-operating room fee in cases of surg 
operations. : 


They find the arrangement very satisfactory to themselves and 


doctors are equally satisfied and happy. The members will fight 
man to maintain this arrangement. As evidence of this fact I may 
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ecently we initiated a petition to protect (some say to legalize) 
ative hospitals in this state—to which we secured 66,000 signatures 
y days time and this work was done without pay. 


ur association is founded on the principles of (1) group medical 
ce, (2) preventive medicine, (3) periodic payment and (4) con- 
$ cooperative control. The first three principles you are familiar 
perhaps the fourth needs amplification. It is as follows: 


ach family pays fifty dollars for a lifetime membership with which 
Id and equip a hospital for themselves. To maintain their staff of 
al men they pay dues as follows: 


one person—$12.00 per year 

two persons—$18.00 per year 

three persons—$22.00 per year 

four or more persons in a family—$25.00 per year 


dents not in the immediate family like father, mother, et al —$5.00 
per year. 

“he association is governed by a constitution and by-laws adopted 
s members and the same may be amended by them at any annua, 
g of the association. A board of trustees elected by the members 
the mandate of the members between annual meetings. ‘The 
of trustees controls the business affairs of the association and has 
1g to do with the professional end of the work. The board of trus- 
ontracts with the medical staff to do the medical work for the 
tion for the dues of the members with the understanding that 
ver it desires it may put the staff on a salary basis. 


‘he territory of the hospital covers eight counties in Western 
oma. Meetings are held at eight central points most convenient to 
embers and at these meetings delegates are elected to a central 
1g—one delegate to each twenty members. The delegates meet at 
Nity and transact the annual business of the association. The dele- 
elect the members of the board of trustees. “Thus consumer control 
democratic control. 

hus it may be seen that it is to the interest of the doctors to 
te cooperative medicine as it is to the interest of the member. Both 
uch to gain and nothing to lose. “The members build and equip 
ospital and attend to the business administration. The doctors 
1 the professional end of the work; they are free from economic 
and take a vacation on pay each year. The member patients come 
or preventive medicine and for early treatment and operation. We 
e three times as many cases of appendicitis among our members as 
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we do non-members and yet we operate five times as many ruptu! 
appendices among non-members as we do members. Members come 
non-members come late. ‘The members are not deterred by fina 
considerations as are the non-members. 

If the doctors would take up and promote Cooperative M 
they need have no fear of the great bug-a-boo, socialized medici 
they do not, then socialized medicine will and ought to triumph. 


Books 


ALISM VERSUS CAPITALISM, By A. C. Pigou. London: Macmillan & 
Co., 1937 


HIS book is a dispassionate attempt to review in juxtaposition the rival 
economic systems of capitalism and socialism. Professor Pigou is an 
accomplished economist of orthodox persuasion and a man of profound 
humanitarian sympathies, and it may fairly be said that he brings the 
best qualities of both to his task. The book is short and readable 

will repay careful study by advocates of both systems. 


in many ways the first chapter, entitled “Definition and Description”, is the 
in the book. The distinction between the fact of profit as the organising 
iple of capitalism, and the profit motive, meaning simply the desire for 
}nal gain, is an extremely valuable one. When this distinction is clearly 
bed, it becomes obvious that “it is . . . correct to say ... that to substitute 
lism for capitalism would eliminate profit, but incorrect to say that it would 
inate the profit motive”. This one simple point cuts the ground from under 
of the arguments against socialism of the you-can’t-change-human-nature 
ity. It also demonstrates that the Soviet Union is not returning ot capitalism 
ly because it appeals to the desire for personal gain as an incentive to 
loplishment. 

jn Chapters 2 through 6, Professor Pigou discusses the shortcomings of 
lalism and shows that there is no reason in principle why most of them 
not be eliminated under socialism. He still believes, however, that on 
ore of technical efficiency there is a great deal to be said for capitalism. 
kms to me that this is the exact reverse of the truth; where Professor Pigou 
off the track, I think, is in his failure to keep always in the foreground 
ndamental fact that capitalists are out to make money and only inciden- 
to make goods. In certain epochs in the past, it is true, the desire to make 
y has led to tremendous forward strides in the application of science to 
‘try. In the era of advanced monopoly capitalism, however, money is 
‘through sabotaging production and ploughing under inventions, while 
ve activity is devoted to high-pressure salesmanship and political jockeying 
overnmental favors. A little more Veblen and a little less Marshall would 
salutary diet of reading for Professor Pigou. 


{n Chapters 7 and 8 Professor Pigou discusses some of the problems of 
ating resources under central planning, a topic which has been quite fash- 
ble among professional economists in the last few years. The argument is 
Jed out on a high plane of abstraction and is likely to strike the layman as a 
exhibition of intellectual shadow-boxing. It can at least be said for 
essor Pigou’s presentation, however, that it disposes by implication of the 
d arguments against socialism which have been advanced by the extreme 
jionary wing of economic orthodoxy. 

Whe concluding Chapter is a candid and engaging confession of faith which 
is Professor Pigou from a political point of view in the camp of gradual 
ism. There is, of course, nothing very original in this position, but it is 
sening to note that there is at least one high-ranking member of the economics 
ission with the courage to come out openly for a program which, to say the 
| will not appeal to the powers that be. 
| 


Pau M. SWEEZyY, 
Harvard University. 
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THE DOLLAR: A Study of the “New” National and International Mona}. 
System. By John Donaldson. New York: Oxford University Press, 1 


The Dollar represents an attempt to measure, against a backgroune 
current theories, the internal and external effects of recent monetary policid 
the United States and especially of the depreciation and devaluation f 
dollar. As introductory material there is (1) a chapter on monetary tet 
(which is more than a mere glossary) ; (2) a compendium of monetary ol) 
(which should be valuable to those with neither the time nor the inclinatio: 
assemble and digest the mass of statutes and executive orders) ; and (3) sts 
ments of prevailing monetary theories (which, although more encyclopedic 
penetrating, should be useful to sudents). 

With respect to the actual consequences of recent monetary policies 
Dollar is clearly an exploration rather than a presentation of a neat § 
definitive conclusions. The author intentionally, and, in some instances, pi 
unintentionally, raises more questions than he answers. Upon one poin' 
ever, the issue is squarely joined. The devaluation of a currency is at 
feeble means of export stimulation, although in the case of dollar devalt 
it is correctly observed that this was not a primary objective of policy 
theoretical defense of this conclusion (pp. 145-7) is imposing. | 

Professor Donaldson’s excursion into statistical verification does not 
abundant fruit. It may be observed in extenuation that the apparent inade 
of available (or even conceivable) statistics for the purpose indicates mot 
metaphysical character of prevailing monetary theories than the defici 
official and private fact-gathering agencies. 

If this book serves to lay the ghost of the “automatic” gold standard, to 
realization of the limitations of monetary measures, particularly with 
to price control, more acute, and to demonstrate the inevitability of plan 
the sphere of money, it will be useful. 

Professor Donaldson is Professor of Political Economy, The George 
ington University; Chairman, The Academy of World Economics; and — 
of International Economic Relations ; a Treatise on World Economy and 
Politics. } 

AucusT Marrry, 1! 
U. S. Department of Commerce. . 
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7 UCH economic analysis has 
a been based on assump- 
mE tions that confine the con- 
4 clusions to a world quite 
areal as the assumptions. For 
ple, it is frequently assumed 
resources will be fully utilized 
r the guidance of a pricing sys- 
hich automatically takes care 
he direction of activity, and 
es an output of goods and 
ces that is the highest obtain- 
der our assumptions. When 
ruths from many of these ab- 
tions are urged for the outdoor 
d, a great injury is done to 
search for normative guides, 
ncidentally to the field of eco- 
cs. If economics is to be a 
2 in social policy it must offer 
ggestions for an economy in 
5h competition is not free, allo- 
in of resources is not subject to 
joricing system alone, equilib- 
} is not the necessary rule, and 
rs of production are not fully 
ed. 
our economy the disloca- 
which mean unemployment 
human misery seem bound to 
led up with the problems of 
e Mordecai Ezekiel, “The Cobweb 


em,” The Quarterly Journal of 
iymics, February, 1938, pp. 255-280. 
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tes on Economic Stability, Governmental 
Revenue and Expenditures 


By 
NORMAN LEON GOLD 


investment and their relation to 
consumption and _ employment. 
One phase of this subject which 
must command attention is the nar- 
rowing of the investment field. 

In the process of satisfying 
human wants there is a hierarchy 
of economic goods,—raw mate- 
rials, durable capital goods, dura- 
ble and semi-durable consumption 
goods, perishable consumption 
goods, services. [he demand for 
goods in the various stages is com- 
plementary, so that acceleration (or 
reduction) at any one stage trans- 
mits itself rapidly to other stages. 
A good is “finished” when it is 
ready for use in a succeeding stage. 
An increase in the demand for a 
finished good immediately results 
in an increase in the demand for 
goods in all the preceding stages. 
This explains the more or less uni- 
form rise and fall in durable goods 
activities. 

But for durable good production 
or investment the upward move- 
ment is not likely to be continuous. 
In the nature of the case, capital 
formation cannot be adjusted to 
small increments of increase in de- 
mand. The investment is large 
(lumpy) and once made, a consid- — 
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erable time must elapse before the 
flow of services that it is designed 
to satisfy is completed. Once a 
durable producer or consumer good 
is produced, unless the individual 
or corporation has greatly under- 
estimated the requirements, there 
is not likely to be any immediate 
interest in further purchases, even 
if substantial price concessions are 
offered. Moreover, under monopo- 
listic competition not only are re- 
sources likely to be less than 
“ideally” allocated, but the interest 
in maximum profits or “stability” 
is likely to require less than full 
employment of available resources. 

Thus there is a relatively rapid 
gluttability of wants for durable 
goods. Unless the volume of re- 
placement rises extremely rapidly, 
new investment will decline and 
result in deflationary activity in all 
the related industries. Just as an 
increase at each stage provides its 
own stimulant for a further in- 
crease (complementary goods), so 
the gluttability of wants at any 
stage rapidly transfers itself back 
to the related stages and results in 
general decline in activity. A de- 
crease in the takings at one stage 
means overproduction in other 
stages. With the slowing down, 
consumer income and expenditure 
are decreased and, as a result, fur- 
ther deflationary forces are put to 
work. Expectations of those who 
must actually supply the funds and 
give the orders to do the investing 
change. Even as excessive op- 
timism can overcome the safeguard 
to sustainable activity, so the chill- 


J 


ing realization that expectatiog. 
are over-optimistic suddenly causg. 
a rapid and frequently unwe 
ranted, ee over: pessinaaa c 
cline in investment. 
The temporary gluttabilitae 
wants for many types of durahf, 
goods, as measured by | 
demand, is the depression. It 
not that there is too much § 
everything, but that for the ti 
it is necessary to go through} 
digestive process. It is easy 
imagine a painless and timeleg 
re-direction of activity into ti | 
consumption good and service if 
dustries. But time is of esseng 
Moreover, the very rapid rate § 
investment in one period i ie 
continuous problems for the ex 
Adequate recovery in the succee! 
ing periods must utilize the oye’ 
expansion or mis-direction of ea: 
periods, or allow the resourc 
be wasted. The rapid up 
movement requires as rapid a 
tinuation, something which 
tax the imagination and adap 
bility of society most friendly 
technical innovation. : 
Even if it is recognized that | 
economic machine does not go ee 
matically and stay at the optimu 0 
there is still much need for com 
sensus as to what should be dow 
about it, if anything. Much 
the vocal opinion is at the stag 
where a whipping boy must |! 
found. It is still unhealthy to su 
gest that the entrepreneurial i tit 
tive of a previous century is 
low ebb and is not being ex 
in the search for full employ 


sources. It may be only cyni- 
to wonder whether the corpo- 
economy will of itself have a 
ssary reason for seeking such 
employment. Vocal opinion 
to establish that “interven- 
st chaos” is to blame. Psycho- 
1 theories of investment and 
omic activity are again very 
lar. The retarded population 
h is to blame. 
ecently this vocal opinion has 
ht to convince the democracy 
taxes are to blame. ‘Taxes 
burdens and budgets must be 
iced. Yet it is necessary to 
lude that neither of these cur- 
slogans need be true. At best 
one-third truths do great 
y to any real striving for 
omic stability which means 
asing sustainable industrial 
uction, full employment and 
g per capita income.” Actually, 
and deficit financing can be 
major devices for securing eco- 
ic stability. 


Taxes 


axes are rarely instituted be- 
of their economic effects. 
ed, it is practically suicide to 

them on such grounds, 
gh their repeal is likely to be 
d entirely on “economic” 
nds. Instead, and most gen- 
y, taxes owe their particular 
to the extension of public 
nsibility and service, the con- 
e Lauchlin Currie, “Domestic Sta- 
‘and the Mechanism of Trade 
tment to International Capital 


ments” in Explorations in Eco- 
, 1936, pp. 47-48. 
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sequent need for revenue, and the 
power and understanding of those 
who control the economic machine.® 
Though the state’s responsibility 
for economic well-being has in- 
creased, many of the permitted 
forms of taxes, notably the general 
property tax, are vestigial remnants 
of the earlier morality which found 
the “benefit” principle just. 

But even if taxes are considered 
last or least in terms of their eco- 
nomic effects, they have them. The 
economic effects of a fiscal program 
can be understood only by consid- 
eration of expenditures, as well 
as the primary effects of the tax 
system. Most significantly taxes 
and expenditures can affect the 
flow of the funds into potential 
consumption, saving, and invest- 
ment expenditure.* 

Careful analysis can lead one to 
the conclusion that our taxation 
system in its first or primary effect 
is at present most restrictive of po- 
tential consumption, especially low- 
income consumption. This is in 
large part owing to the unusual 
importance of the general property 
tax in our tax system. In 1936 it 
was about 40 per cent of the total. 

3 Gerhard Colm, “The Ideal Tax Sys- 
tem,” Social Research, Vol. I, No. 3, 
August 1934. See also Clarence Heer, 
“Trends in Taxation _and_ Public 
Finance,” Recent Social Trends in the 
United States, Vol. II, New York, 1933, 
Ch. XXVI; “Taxation as an Instrument 
of Social Control,” The American Jour- 
nal of Sociology, January 1937. 

4 The first important contemporary in- 
vestigation of this problem, though set 
in a different era, is contained in Re- 
port of the Committee on National Debt 
and Taxation, London, 1927; the most 
recent works of Professors Colm and | 


Lehmann reflect some similarities in 
judgment. 
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In addition, sales taxes, customs 
levies and other excise taxes ma- 
terially decrease the consumption 
stream. Personal and corporate in- 
come taxes probably reduce potential 
expenditures as well, but are neces- 
sarily less restrictive of general 
consumption than those that fall 
on incomes that must be spent in 
practically their entirety on con- 
sumption. It is probably necessary 
to conclude that the social security 
taxes to a very considerable extent 
are a tax on low incomes. 

Individual saving can also be af- 
fected by the tax system in its 
primary effects. Of the major 
types of taxes utilized, the personal 
and corporate income taxes are most 
likely to affect the potential saving 
patterns. These affect consump- 
tion expenditures as well. Where 
there is considerable economic in- 
security, income taxes affecting the 
lower income groups may reduce 
potential consumption more than 
savings. Where there is a consid- 
erable income, and characteristically 
under the Federal income tax law, 
the taxes may mean that savings will 
be reduced in order that the con- 
sumptive expenditures can be main- 
tained. The reduction in savings 
may result in a decrease in the po- 
tential investment in capital goods, 
or a withdrawal of funds that 
would be used in the purchase and 
sale of property rights, or utiliza- 
tion of funds that would otherwise 
remain completely idle. 

There is much to be said for a 
tax system which is less burdensome 
on consumption expenditures and 
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acts as a preventive check on 
ings and investments made 
rate that cannot be maintair 
This is a virtue of income 
which may not only be helpfu 
preventing over - investment 
also in bringing forth funds th: 
would otherwise be idle or ut 
for speculative purposes only. — 
case for graduated income tax 
been stated on quite other gr 
There seems to be a special ad 
tage in its effect on savings. 
However, judgment of any taf 
system must go beyond the cor 
sideration of revenue alone. | 


be over-awed by pontifical u 
ances regarding “taxable cap 


vocal opinion, is limited only by # 
volume of goods and services thi 
the tax authority is willing t 
ply. Taxes are spent and it 
the joint consideration of 
fects of raising the revenue ar 
expenditure that will determ 
economic effects. For examp 
general property tax 
which are a principal reduc 
potential consumption expendi 
are themselves primarily expe 
for consumption goods, so thai 
net effect is primarily a subst 
of public service for consu 
good service that low income 
might otherwise enjoy. The 
of Federal spending is likely | 
an offset to the reduction 
tential savings caused by the 
system, and an increase in t 
ume of investment which 1 


riod of relatively full employ- 
t and the balanced budget will 
ally have the same effect as debt 
mption and interest payment. 
such times, the funds will be 
to redeem the national debt 
ch is owned, for the most part, 
banks and_ upper - income 
ips. They will be distributed 
‘oups who will save and invest. 
s, these security taxes in fact 
} represent a transfer of pur- 
fing power from the lower 
me groups to the upper income 
aps. When the expenditures 
jinterest and debt redemption 
ladded together there is grave 
»t that potential savings are 
eased in any way by federal 
ition. All things considered, in 
present organization there is 
bably much to be said for a 
il policy that maximizes con- 
ption expenditure during the 
lard phase of the cycle and ex- 
some restraint on the rate of 
istment. 


Deficit Financing 


the government fiscal policy be- 
1932 did no service to the 
s for economic stability. Rev- 
bs varied primarily with the 
uations in the national income 
were spent in the same manner. 
jerally it was at the time of 
jimum revenue that prudent 
ty declared it was good for gov- 
inent to go in debt. On the 
r hand, it was believed to be 
ent to reduce expenditures as 
/ as revenues declined. In this 
government accentuated the 
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upward phase and did nothing to 
offset the deflationary phases of the 
recession. 

Experience in this country and 
abroad demonstrates that in order 
to avoid at least some of the worst 
effects of depression some new fac- 
tor must be introduced to re- 
stimulate economic activity, and 
possibly to substitute permanently 
for failing private initiative. New 
purchasing power must be created 
to avoid the misery and danger 
of unemployment, unutilized re- 
sources, and economic waste. At 
such a time increased taxation ex- 
penditure is a poor source of sup- 
port. Income taxes decline and 
increased consumption taxes can at 
best provide only substitute activity 
for what would have taken place 
in any event. Most importantly, 
the range of problems involving 
the decline in durable goods activ- 
ity especially, and the decreased na- 
tional income, require stern meas- 
ures beyond the scope of the tax 
system. 

Deficit financing is the only 
means to combat the instability. 
It is still startling to many that 
governments can borrow money or 
secure funds without anyone suf- 
fering, with no loss of savings, and 
that out of this can come a real 
stimulant that will give the recu- 
perative powers of the economy the 
start they need. Many persons 
resent the perversion of thought 
that reduces solid buildings, roads, 
and power plants into employment 
measures. But in the economy of 
partially used and frequently un- 
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used capacities, so long as there is 
involuntary unemployment, govern- 
ment expenditures can provide a 
remedy. As the new funds begin to 
circulate through the economy, 
plants receive orders, people are 
put to work. This penetrates to the 
consumer goods industries and 
creates more employment, and re- 
flects back to the raw materials and 
durable industries. In stimulating 
activity government does not at the 
present time build more houses or 
automobiles or directly provide 
clothes or food in efforts to over- 
come instability. Rather, in the 
current organization, it seeks to 
provide these things as a result of 
the fact that the government will 
build roads and buildings, eliminate 
dangerous railroad crossings, clear 
forests, and build recreation parks. 
However, “public works” may yet 


ey 
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have a more comprehensive 
ing. Possibly ‘public enterpris 
may become a more apt term. 
The cumulative interactions 
secondary and tertiary re-emp! 
ment may be sidetracked by shon 
sighted price policies, or by grour 
less fear of a new policy, or 
measures called for may be 1 
heroic than at first ima 
There is great need for syster 
governmental policy to meet 
employment problems. Thena 
of the projects, the administrz 
and fiscal machinery to secure rap} 
and adequate operations must bp 
worked over. The technique 
be developed. Instability, 
means involuntary unemplo: 
and reduced income, is the eco 
problem which the democracy 
solve. 


s 


By 
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GHE CURRENT recession 
has given renewed impe- 
tus to the search for means 
of preventing declines in 
national income. ‘The Com- 
lee on Public Works of the 
jsachusetts State Planning 
td has formulated a proposal 
th it believes is at least a step 
his direction. 

jhe national income can derive 
h two sources only: private en- 
Kise and public expenditures. 
ire is no reason to assume that 
ate enterprise can be stabilized 
Hirect action within its field. 
nis be so, then public expendi- 
5 constitute the only force 
th, through wise administra- 
can help to stabilize the na- 
hl income. During the 1920's, 
Hexpenditures of all levels of 
imnment, plus expenditures by 
ic utility companies for construc- 
2 accounted for approximately 
der cent of the total national 
me. In the depth of the de- 
fion, as private expenditures 


Beeeet Massachusetts State Plan- 
Board. 

nese are essentially public expendi- 
are under the supervision of 
authorities, involve long-range 
ling to meet service requirements, 
are as susceptible to stabilization 
iblic works proper policies are 
ed and put into effect. 


Stabilization of Public Expenditures 


WILLIAM STANLEY PARKER * 


fell off and public expenditures rose, 
the latter contributed 30 per cent 
or more of the total national in- 
come. For the future, with more 
normal national income and a prob- 
able trend upward in total govern- 
mental expenditures, it is safe to 
assume that they will approximate 
20 per cent of the national income. 

If, then, we can succeed in sta- 
bilizing our governmental expendi- 
tures, we shall stabilize 20 per cent 
of the national income. In addi- 
tion, we shall stabilize that portion 
of the national income that repre- 
sents the secondary results of the 
primary governmental expendi- 
tures. There is no general agree- 
ment on the magnitude of these 
secondary repercussions, but eco- 
nomic authorities do not justify an 
assumption that they are less in 
amount than the primary expendi- 
tures, and there is support for the 
assumption that they may be as 
much as double the primary income. 
Even if the smaller amount is taken, 
however, stabilizing public expendi- 
tures will tend to stabilize 40 per 
cent of the national income, while 
the chances are that the proportion 
affected may reach 50 per cent or 
60 per cent. 

An important item of public ex- 
penditures is represented by capital — 
construction, and such public works 
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constitute one of the major ele- 
ments in the construction industry. 
Together with public utility con- 
struction, it accounts for more than 
half of the construction industry’s 
activities. Stabilizing public ex- 
penditures would therefore stabilize 
at least half of the construction 
industry, the fluctuations of which 
are an important factor in the busi- 
ness cycle. 


II 


Long-range planning of public 
works has long been advocated. In 
1921 the Report on Long-Range 
Planning of Public Works issued 
by the President’s Conference on 
Unemployment declared in favor 
of a long-range flexible program of 
public works as a desirable national 
policy. Subsequent reports and 
studies have supported this general 
idea, all, however, agreeing on the 
basic difficulties involved in devel- 
oping, administering and financing 
the program so as to make it effec- 
tive. In spite of the repeated en- 
dorsements, however, very little 
real progress has been made in the 
creation of a flexible program of 
public works, especially in cities and 
towns. Moreover, there is no evi- 
dence to justify a belief that such a 
program can be made effective in 
the near future. 

The timing factor is the chief 
hindrance to the efficient operation 
of a coordinated program of public 
works on a national scale. The 
fundamental requirement of con- 
certed national action, under the 
direction of some superior national 
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guiding intelligence, at some strap! 
tegic moment in an incipient boom 
and at some similar moment in 
period of threatened depressiot 
virtually impossible of fulfillm 
To meet it would _ necess 
prompt agreement by 48 gov 
and acquiescence by the officials 
innumerable cities and towns. 

This problem of timing does 
constitute so great a barrier to 
fective action by the Federal G 
ernment in respect to public 
Indeed, on this level of goy 
ment, it is quite feasible to lay 
a program of public works w 
can be held in reserve for per 
of depression and initiated with 
minimum of delay when needec 
States, too, could act coopera 
under such circumstances, alt 
this would have little signifi 
since their public works expe 
tures amount to relatively | 
But the crux of the problem is 
cities and towns whose expendit 
during the Twenties accounted 
half of the total of all publ 
penditures. In their case, hows 
the stabilization of their p 


make all their capital ree 
in good times and reduce or ce 
them completely i in bad times. 
though this is not so much b 
sign as an inevitable consequen 
of the sensitivity of local revel 
to changing business conditions 
effect is to emphasize both th 
swing and the downswing of t 
business cycle. If by some me 


ere possible to level out mu- 
pal expenditures, a considerable 
ance would have been made 
ard the goal of a stabilized 
onal income. 


III 


he Committee on 
rks of the Massachusetts State 
inning Board believes that sta- 
of local expenditures can be 
hined if a method can be devised 
hich the localities can secure 
i funds to carry on their normal 
jvities in relatively bad times 
en tax collections fall off. 

he plan proposed is that a 
bdit Reserve should be estab- 
‘ed in each municipality, to be 
lt up in good times and drawn 
‘n in bad ones. It should be 
Jerstood that this is not a cash 
rve but rather a reserve of bor- 
ing power. ‘The requirement 
uch a Credit Reserve would be 
fuded in a statute or in the pro- 
ons of local charters. Into this 
erve would be paid annually, 
of tax revenue, a certain stated 
sportion of the total annual ex- 
ditures. It would seem that 
er cent would not be too burden- 
ue and might be adequate for the 
ipose. ‘The money so secured 
iid be invested in current local 
id issues of the community. For 
se cities or towns which do not 
e bonds, it is suggested that a 
e fund be created to be invested 
bonds of municipalities of the 
ite and that this fund issue bonds 
notes secured by its investments 
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which could be sold to cities and 
towns for their reserves. 


The administration of the Credit 
Reserve must be protected by defi- 
nite statutory or charter provisions 
which shall define the conditions 
under which it can be used. To 
this end it is suggested that a defi- 
nite formula be adopted. ‘Three 
indices, assessed valuation, per cent 
of taxes collected, and welfare ex- 
penses, appear to offer a basis for 
the formula. In order to ease the 
impact of quickly changing con- 
ditions, it is suggested that the for- 
mula be based upon the difference 
between the conditions last year 
and the average of the two preced- 
ing years. 

The formula would be expressed 
as follows: 


A. Assessed Values 
Assessed value last year, 


less average assessed 
values two preceding 
years, times last year’s 
PAXPOLAte se eee = eee ees oe S5-c. 


B. Per Cent Taxes Collected 
Per cent taxes collected 
last year, Jess average 
per cent collected two 
preceding years, times 
last year’s assessed taxes + A a oe 


C. Welfare Expenditures 


Welfare average of two 
preceding years less wel- 
fare last year.........- = 24 


Total $4... 


Administrative Rule 


If the result of the formula is a plus 
amount, there shall be no withdrawal 
from the Credit Reserve Account. If 
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the result is a minus amount, then that 
amount may be drawn from the Credit 
Reserve Account, and credited to cur- 
rent income, reducing the amount to be 
assessed in taxes by that amount. 


Example: Assume credit reserve item 
is 2 per cent of the estimated budget. 


A. $9,000,000 —$10,000,000= 
—$1,000,000 X tax rate 


gt $40 4G ds —$40,000 
B. 97% — 98% =—1% X 

$300, 000 ==. 2 a ee — 3,600 
C. $35,000 — $40,000 =..... — 5,000 


Total —$48,600 
2% of $360,000 7,200 


Net withdrawal from credit 


reserve $41,400 


It is essential that the formula 
reflect the tax situation, that is, 
whether total tax collections are 
tending to increase or decrease, and 
whether welfare expenses are like- 
wise tending to increase or decrease. 
Tax collections, in turn, will de- 
pend in part upon whether total 
assessed valuation is increasing or 
decreasing and also upon the degree 
of tax delinquency. This latter 
factor will be more promptly re- 
sponsive to the current degree of 
prosperity than the former. Tax 
collections will indicate quite accu- 
rately the community’s ability to 
pay. Similarly the amount ex- 
pended for welfare relief will con- 
stitute a fairly accurate current 
measure of uenmployment and its 
burden on the community. 

Stabilizing public expenditures 
does not mean freezing public ex- 
penditures at some fixed total 
amount. They must follow such 
long-term trend as the community 
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may decide to be desirable anap’ 
feasible. A community may Dip! 
growing larger or smaller or maa 
have acquired a more or less stati: 
condition. Its total annual expendi? 
tures and its per capita annual exw 
penditures may be gradually ing 
creasing or decreasing or static 
General surrounding condition 
will determine these facts. Thi 
policy of stabilization aims mereli 
to overcome the temporary widd— 
fluctuations in public expenditureg® 
that both reflect and increase tema 
porary depressed conditions in gen® 
eral business. By preventing thesep 
temporary fluctuations in public 
expenditures, we shall refrain from 
adding fuel to the fire and as cf 
result the depression will be shortt 
ened and normal activity will be 
more quickly resumed. 

Certain changes in the tax bur 
den are not pertinent to the ad 
ministration of the Credit Reserv 
Account. This account is con 
cerned with temporary fluctuation 
in surrounding economic conditiel 
which affect a community’s curren? 
ability to finance its normal activi: 
ties. Its purpose is to assist ir 
financing these normal activitie? 
during temporary business depress 
sions and thus obviate the necessity 
of either increasing the tax rate 0 
decreasing the expenditures. Any 
increase in expenditures for new 
regular governmental activities 
must be obtained by new taxes op 
increased rates, as heretofore, tha 
Reserve Account being protected 
from withdrawals for such pu 
poses. The procedure proposed isi 


regular routine that would auto- 
atically tend to reduce the total 
mount available for expenditures 
public enterprises in good times 
nd provide a means of financing 
ormal expenditures in poor times 
ithout an increase in the tax rate. 


IV 


An essential corollary to this pro- 
osal is the existence of local plan- 
ing boards which would schedule 
pital expenditures over a period 
f years. Without such a schedule 
e process of stabilization would 
-impossible. There should be a 
pital budget which would show 
1 current commitments, their 
rogress toward completion, and 
@ amount estimated to be ex- 
nded on each item during the 
rrent year, and a budget item 
r capital expenditures sufficient 
take care of the total of these 
ns. This budget item would be 
e 2 measuring rod of the program 
r stabilized public works, the fluc- 
ations indicating the extent of the 
ilure to accomplish stabilization. 
act equality of annual expendi- 
res is not assumed. Minor fluc- 
ations would be inevitable, as 
ell as the operation of long-time 
mds. It is the short-term wide 
ctuations that create business un- 
rtainty and serious unemploy- 
nt which should be eliminated. 
A method for securing adoption 
the program by municipalities 
st be found and it is felt to lie 
the pressure of selfish interest 
it can be developed by the ad- 
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ministration of Federal and State 
grants in aid. If it were declared 
a Federal policy that Federal grants 
of any type would be available in 
full only in States which had 
adopted the policy of stabilized 
public expenditures, and had passed 
the legislation necessary to put it 
into operation in its cities and 
towns, it is believed that States 
would be prompt to enact such 
legislation. 

To recapitulate: the national in- 
come should not be subject to wide 
fluctuations. A significant portion 
of national income is represented by 
public expenditures, of which cities 
and towns account for nearly half. 
With our present governmental 
set-up, concerted action of all levels 
of government in respect to a flex- 
ible program of public works is 
impossible since the central author- 
ity necessary to coordinate these 
activities and time them properly is 
lacking. A flexible program is pos- 
sible for the Federal Government. 
The contribution of the cities and 
towns can be that of stabilization 
so that fluctuations in private en- 
terprise are not exaggerated by 
their action. This stabilization of 
local expenditures can be achieved 
through the establishment of a 
Credit Reserve Account to be built 
up in good times and drawn upon 
in bad ones. This leveling out of 
local public works and other public 
expenditures would assist in stabil- 
izing the national income by stabil- 
izing that portion of it directly and 
indirectly actuated by these local 
expenditures. 


Federal Planning of U 


By 
KENNETH B. 


mV RIOR to the depression of 
YL 1929-1933, the problem 
of unemployment relief 
was one which lay out- 
side the field of Federal planning. 
The failure of the Federal Govern- 
ment to give its attention to relief 
was not because unemployment did 
not exist or because relief was un- 
necessary. In fact, Professor Paul 
Douglas has shown that there was 
a substantial amount of unemploy- 
ment in this country in each year 
as far back as 1897. Moreover, in 
the two decades before 1929 there 
was a strong upward trend in relief 
needs and in relief expenditures, 
both public and private. The tre- 
mendous increase in relief needs 
and expenditures since 1930 and 
particularly since 1933 represents 
a secular as well as a cyclical ac- 
celeration of a tendency evident 
since 1910. From 1911 to 1928 
the rate of increase of relief ex- 
penditures was far greater than the 
rate of population growth and of 
expenditures for general govern- 
mental functions. 

However, expenditures for un- 
employment were not differentiated 
from other forms of public assist- 
ance. Unemployment, except in 
the depression of 1920-1921, was 
generally regarded as negligible in 
amount and temporary in character. 
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Unemployment relief was associt}: 
ated with the poor laws. It wag 
considered to be entirely a loca 
problem to be met administrativel: 
and financially by the counties 
cities, and States. § 
The widespread belief in per , 
sonal inadequacy as the major fac@ 
tor in unemployment encourageé 
the practice of making relief as um 
attractive to the relief client as 
possible. Strong social stigma at 
tached to persons forced to be “¢ 
the county.’ 
The individualistic economic phi 
losophy, the prevailing high levek 
of business activity during thit 
1920’s, and the peculiar characte¢ 
of the division of sovereignty amon: 
forty-nine political units in the na 
tion, prevented the Federal Gov 
ernment from entering the relies 
field. The seriousness of the unem 
ployment problem and the pater 
inability of the States and localitie 
finally forced the Federal Gover 
ment into relief in 1932. 
At first, Federal participatio: 
was limited and hesitant. 2 
surplus cotton and wheat wer 
given to the Red Cross for distrr 
bution to the needy and under t 
provisions of the Emergency Reli¢ 
and Construction Act, the RF 
was authorized to make loans ag 


gregating $300,000,000 to the Stat 


d municipalities for relief. “The 
pans to the States were to be repaid 
t of deductions from future Fed- 
al highway grants. A later Act 
escinded this provision and the 
riginal loans in effect became 
irants. 

The 1932 attempts at unemploy- 
nent relief carried the implication 
hat unemployment relief was a 
troblem of local relief in which the 
‘ederal Government should not 
heddle. Moreover, it was implied 
hat such Federal assistance as was 
ecessarily granted was only a tem- 
orary departure from the familiar 
inciples of Federal non-interven- 


I 
In March, 1933, more than 15 


nillion persons were estimated to 
e unemployed. The need for re- 
ef was enormous. Bread lines and 
pup kitchens were common. An 
ergency situation which required 
mmediate action was at hand. The 
ew Federal Administration faced 
relief problem which could not be 
jodged nor solved by self-liquidat- 
g loans to insolvent (or nearly 
Ib) municipalities and States. Con- 
squently in May, 1933, the Fed- 
ital Emergency Relief Act was 
assed. This Act established the 
ERA and made available $500,- 
00,000 for grants, not loans, to the 
tates. In those States where no 
rate relief agency was operating, 
fate emergency relief administra- 
ons were set up to receive the Fed- 
al grants and to administer the 
jrogram. 
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The FERA program was a loose- 
ly knit one. It was essentially a 
local relief program operated by 
local officials, but financed largely 
with Federal funds and to a lesser 
extent with State and local funds. 
The FERA, in addition to granting 
funds, functioned as a coordinating 
and policy-making organization. It 
controlled broad questions of policy, 
promoted minimum relief stand- 
ards, and made certain that Federal 
funds were properly used. 

At the outset certain policies 
were adopted or were required by 
the Act. One of these was that 
Federal grants, not loans, were to 
be made. This constituted a major 
departure in that it recognized for 
the first time that the Federal Gov- 
ernment had some responsibility for 
unemployment relief. Yet the as- 
sumption of such responsibility was 
less the result of the adoption of a 
clear cut plan for relief than the 
result of the stringent financial con- 
ditions in which the States, locali- 
ties, and private charity organiza- 
tions found themselves. To a large 
degree, the assumption of some Fed- 
eral responsibility for the cyclically 
unemployed was a result of the fact 
that the credit of the Federal Gov- 
ernment was not impaired by the 
depression. 

A second policy was adopted by 
the FERA. Relief to the individ- 
uals in need was to be granted only 
in the amont that was necessary to 
maintain minimum physical needs 
—a carry-over from poor relief and 
charity. The plan was to provide 
each destitute family with only the 
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amount of cash or purchase orders 
necessary to bring the family’s in- 
come up to a minimum level. In 
other words, relief was granted on 
a budgetary deficiency basis. Social 
workers investigated each relief ap- 
plicant, discovered the number of 
his dependents and the amount (if 
any) of income received from other 
sources, etc. The determination of 
what constituted an adequate in- 
come for a relief family was left 
to the States and localities and was 
never a matter of definite Federal 
policy. However, the FERA used 
its influence to raise standards of 
relief, wherever possible. 

A third feature of the FERA 
was its failure to distinguish be- 
tween employables and unemploy- 
ables. Destitute people were to ob- 
tain relief regardless of the cause of 
destitution. ‘This was, of course, 
an additional carry-over from local 
relief and was necessitated by the 
emergency conditions of the period. 
Relief was granted both in the form 
of direct relief and work relief. In 
addition, several special programs 
were established to provide differ- 
entiated relief to particular groups. 

In the period in which FERA 
operated (1933 through 1935), it 
granted nearly $3,000,000,000 to 
the States for direct relief, work re- 
lief, and special programs such as 
the transient program, the rural 
rehabilitation program, the emer- 
gency education program, and 
others. The States contributed an 
additional $525,000,000 and the lo- 
calities $670,000,000. At its peak 
in January 1935, there were 5,276,- 
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000 cases receiving relief under thed 
FERA general relief program. Of, 
these, 2,830,000 cases were on di- }, 
rect relief and 2,446,000 cases wereg, 
on work relief. At that time, theg 
average payment per familys : 
amounted to about $30. Turnoverm 
in the relief rolls and the fact that ® 
many relief families had outside in- ¥ 
come prevent this average from in-# 
dicating the actual amount received} 
by a family entirely dependent onm 
relief for the full month. aj 
On the whole, the FERA repre-} 
sented an emergency effort to pro- 
vide aid to the nation’s destitai : 
The program was considered to } 
a temporary one, the need for which} 
would disappear with the cyclical: 
upturn of economic activity. Littlee 
long-term planning for relief was: 
undertaken by the Federal autho \ 
ties or by the States and localities. 
In the fall of 1933, CWA was 
established to carry the huge load 
of destitute employables througt 
the winter, as well as to provide i Aa 
quick i injection of purchasing pow er 
into the lagging economic system. 
The CWA was another emergency; 
measure designed to fulfill only as 
temporary need. Several experi-- 
ments, however, were initiated: 
which later provided the basis for 
the WPA. For instance, CWAI 
was entirely a work program andi 
was Federally administered. In- 
vestigation of applicants for jobs 
by social workers was not under- 
taken. Actually about one half off 
the workers on CWA were relief{ 
workers transferred from FER, 
and the other half were persons n 


| relief. Since the CWA was a 
ork program, only employables 
ere able to obtain aid. Wages 
ere paid at the prevailing hourly 
tes but the hours of work per 
eek—and hence the weekly in- 
»mes—were limited. Asa Federal 
ogram, the CWA was planned, 
erated, and directed by Federal 
Micials. The workers on the proj- 


ts were all Federal workers paid 
ith Federal checks. 

} Employment on the CWA began 
the middle of November, 1933, 
nd reached its peak in the middle 
| January, 1934, at which time 
60,000 persons were at work. 
he program was curtailed as rap- 
y as it was expanded and by the 
id of the first week of April, 1934, 
as practically closed down. The 
ederal Government spent some 
$44,000,000 for the program and 
e States and localities contrib- 
ed $87,000,000, a substantial 
rt of which was in the form of 
aterials and equipment. About 
per cent of the entire cost of 
WA went for wages. 


Unplanned and hasty though the 
WA was, it demonstrated that 
2 Government could employ at 
st as many as 4,000,000 workers 
worthwhile non-competitive 
Iblic projects. It also demon- 
sated the superiority of wage pay- 
nts and work relief over direct 
ief as a method of providing 
istance to able-bodied persons 
own out of work by national 
)nomic conditions. 
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The experience with these pro- 
grams formed the background for 
the planning and establishment of 
WPA. The WPA was designed 
to obtain the advantages of both 
FERA and CWA. Several prin- 
ciples embodied in the WPA may 
be mentioned. Most important of 
these, is the assumption by the Fed- 
eral Government of a large share 
of responsibility for employables 
who are unemployed because of no 
fault of their own. A distinction 
is made between employables, large- 
ly the responsibility of the Federal 
Government, and unemployables, 
largely the responsibility of the 
States and localities. Along with 
this distinction goes the principle of 
work. Relief in the form of work 
possesses the advantages of main- 
taining the skills, work habits, and 
morale of the unemployed and of 
providing the public with worth- 
while public improvements or serv- 
ices. “To combine idle man power 
with idle capital and resources is, 
from an economic viewpoint, a 
highly desirable method of provid- 
ing relief to able-bodied workers. 

The WPA also implies the rec- 
ognition of the permanency of Fed- 
eral relief activities. It is clear that 
the problem of unemployment is 
not only one of cyclical unemploy- 
ment but is one of technological, 
frictional, and seasonal unemploy- 
ment as well. Given these many 
causes it is most unlikely that relief 
can ever be entirely withdrawn, al- 
though in amount it will vary 
greatly from good to bad times. 
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Insofar as possible, WPA pro- 
vides jobs that are of most value to 
the unemployed. The program is 
differentiated ; it carries on projects 
which require all types and grades 
of skill. Jobs are provided for per- 
sons with as diverse training and 
skill as unskilled manual workers, 
skilled construction workers, pro- 
fessional research, theatre, music, 
and art workers. Most of the 
WPA workers, many of whom 
were attached to the construction 
industry, are unskilled. Approxi- 
mately three-fourths of the total 
cost of the projects placed in oper- 
ation is for construction activities. 
The construction and improvement 
of highways, roads, and streets ac- 
count for 37 per cent of the total 
cost of projects. Public buildings 
account for 11 per cent, as do parks 
and recreational facilities. Sewer 
systems and other utilities repre- 
sent 10 per cent, sanitation and 
health 3 per cent, airports and 
transportation 3 per cent, and con- 
servation 5 per cent of the cost of 
all projects. White-collar projects 
constitute 11 per cent of the total 
and goods projects (sewing, can- 
ning, etc.) account for 9 per cent. 

The WPA is designed for maxi- 
mum flexibility consistent with uni- 
formity of major policies and cen- 
tralized responsibility. The WPA 
is a Federal program operated by 
Federal officers but it requires a 
great deal of cooperation with the 
States and localities. For example, 
the States and localities are required 
to contribute to the cost of the pro- 
gram. A large share of that contri- 
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bution is used to defray the costs off; 


materials, supplies, and equipment. 
This makes possible the free choice 


of the State and local units as tcf) 


whether they wish to operate heavy§ 
projects in which nonlabor coststp) 


are a large proportion of the total.} 


or light projects in which labor isi, 
the major element of cost. In the 
four-month period ending October 
31, 1937, the States and localitie 
as sponsors contributed 21 per cen 
of the total projects costs. 4 
The States and localities have 
other functions under the WPAS, 
program. They are responsible fom, 


the initiation, sponsorship, and dil 


rect oversight of about 96 per cen 
of the projects. The other 4 p 
cent are Federal projects sponsoree}y 
by interested Federal agencies orm q 
the WPA itself. The Federai 
WPA sponsors research, art, tl 
tre, music, writing, and oh t 
white-collar projects. 
The States and localities deter 
mine the eligibility of persons fox 
WPA assignment. Each applicani 
for a WPA job must be certifiee 
by the State or local relief agencz 
as being employable and in need om 
relief. The actual assignment taj) 
work is a function of the WPA. § 
Workers on WPA are paid thi 
hourly wage rates prevailing foe 
similar types of work in each local 
ity. Unlike FERA, the amount o¢ 
payment is not determined by buddy 
getary deficiency. Instead, thi 
hours of work per month are varie 
and limited so that the month 
income from WPA, for the mos# 
part, is less than that obtainablif} 
™ 


‘ 


~ 
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om full-time private employment. 
hree security wage districts have 
en set up in the country and the 
onthly earnings of each worker is 
termined by his degree of skill, 
e security wage district in which 
is located and the degree of ur- 
nization of the county in which 
lives. Security wages range from 
1 a month for unskilled workers 
the rural counties in the South- 
n States to $94 a month for pro- 
sional workers in New York 
ty. The average amount received 
relief workers on WPA is 
ound $55 per month. 
Employment on the WPA has 
ried in close agreement with the 
nd of unemployment. At its 
ak in February 1936, WPA em- 
yed 3,036,000 workers. From 
is high level, it declined steadily 
vith the exception of the rise in 
e fall of 1936 occasioned by the 
ought) until September 1937. 
its low in September 1937, 
PA provided jobs to 1,453,000 
rsons, 
From. its establishment in the 
mmer of 1935 to the end of 1937, 
PA expended over $3,800,000,- 
of Federal funds. Of this 
ount about 85 per cent or nearly 
,300,000,000 went directly for 
ges and personal services and 
40,000,000 was expended for 
terials, equipment, rentals, and 
er nonlabor costs. In addition, 
msors of WPA projects ex- 
ded about $550,000,000 in that 
riod. 
In the middle of February, 1938, 
PA was employing nearly 2,- 


FEDERAL PLANNING OF UNEMPLOYMENT RELIEF 


113 


000,000 workers. The industrial 
recession which began in the fall of 
1937 increased unemployment re- 
lief needs tremendously. It is ex- 
pected that WPA employment will 
be forced to increase to about 2,- 
500,000 early in 1938 if the relief 
problem is to be adequately met. 


Ill 


This brief survey of the more 
important relief activities of the 
Federal Government indicates the 
changes which have taken place in 
recent years in relief planning. 
From a refusal to plan at all or 
even to recognize the relief problem 
as one requiring Federal ameliora- 
tion, the Federal Government has 
come to accept a large measure of re- 
sponsibility for the employables out 
of work. A great deal of experi- 
mentation, research, and technical 
study regarding unemployment 
and its relief have been under- 
taken since 1933. Nevertheless, 
Federal planing for unemployment 
relief is still in an emergency stage. 
Rarely are sufficient funds appro- 
priated to allow plans to be made 
for a long period of time. ‘The 
belief is still widespread in many 
quarters that unemployment relief 
is largely a local problem. It is 
also widely held that economic re- 
covery and the unemployment in- 
surance systems will entirely elimi- 
nate any need for unemployment 
relief. 

Recent Federal experience with 
unemployment relief, together with 
European experience extending over 
a longer period, suggest several 
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principles that should receive at- 
tention in planning future unem- 
ployment relief programs. 

First among these considerations 
is the fact that unemployment is a 
permanent problem. Some of the 
factors in our current economic so- 
ciety which support this conclusion 
are: the dynamic character of the 
whole economy; the rapid changes 
which occur in technology; the re- 
curring appearance of stranded in- 
dustries and communities; the con- 
stantly shifting character of world 
trade; and the sharp changes which 
occur in consumer demand. 

The permanency of the problem 
of unemployment makes it impera- 
tive that planning of unemploy- 
ment relief be placed on a long-term 
basis. A permanent Federal or- 
ganization to deal with the problem 
should be established. Funds for 
relief should be made available far 
enough in advance and in sufficient 
amount to make possible a careful, 
efficient, and integrated program. 

Mass unemployment arises large- 
ly from the complex interaction of 
national and _ international eco- 
nomic forces. “These forces are too 
powerful and their influences too 
widespread to be controlled or 
ameliorated solely by local or State 
efforts. The problem is a national 
problem ; it requires a national solu- 
tion. It follows that a rational 
program of unemployment relief 
should be heavily supported by Fed- 
eral funds. However, to make 
possible a high degree of flexibility 
it is necessary to obtain the whole- 
hearted cooperation of the States 
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and localities. Such cooperation. 
may be most easily obtained by re: 
quiring the States and _ localities 
to contribute to the cost of the 
program. : 
The problem of unemployment 
consists of two elements which re: 
quire different types of treatmentif 
The short-term unemployed requiray: 
assistance to bridge the gap betweer 
jobs. That assistance can be pros 
vided by a system of unemploymen 
insurance, the benefits of which ar 
paid as a matter of right. T 
long-term unemployed, once ther: 
insurance benefits are exhausted, re 
quire a program of work, trainings 


needs and the needs of the nation# 
serve and improve the skills, E* 
habits, and morale of the une ni 
ployed. It is essential that a p 
gram be differentiated so as 
provide workers with all types o 
training and all grades of skill 
opportunity to make use of thei} 
abilities. It should provide vocad 


experienced. 

The work program for the longg 
term unemployed and unemploy 
ment insurance for the short-terng 
unemployed should be closely inte 
grated. In times of cyclical de 
clines and of rapid technologica 
change, the period of insuran 
should be used to perfect plan 
to prepare administrative ma 
ery for the anticipated increa 
the numbers requiring aid unde 
the work program. q 


I 
@NEMPLOYMENT has _be- 
"come a familiar and 


mM much-discussed phenome- 
non. In view of this 
t, it seems surprising that there 
10t more clarity and agreement 
but its meaning. ‘The reason 
btless is that the forces resulting 
‘unemployment are almost infi- 
ely complex, with the result that 
concept has been left vague and 
biguous. In the first place, un- 
ployment implies a negative, and 
difficult to measure the people 
0 are “un-anything.” But em- 
wment itself requires very care- 
definition. What, for example, 
he difference between work and 
y, or work and idleness, or work 
ch is efficient and work which is 
ficient? By unemployment do 
mean the people who are pro- 
ing nothing, or those who are not 
mpting to produce something, 
hose who are producing inefh- 
atly? In the end we shall see 
these questions are not so aca- 
ic as they at first appear. 


o unemployment. Moreover, 
s a common observation that 


isguised Unemployment in a Planned Economy 


By 
DON D. HUMPHREY 


Russia has no unemployment prob- 
lem, the implication clearly being 
that this is an altogether creditable 
characteristic, for it may show 
something of the value or esteem 
in which human beings are held 
that they are not permitted to de- 
teriorate through idleness. It does 
not, however, show anything about 
the efficiency or economic success of 
a planned society. For it is en- 
tirely conceivable that an unplanned 
economy with a substantial volume 
of unemployment may be, in reality, 
operating more efficiently than a 
planned economy with no ostensible 
unemployment. ‘This is because of 
the inefficient use of labor, which is 
called Disguised Unemployment.* 

A clarification of the nature and 
meaning of Disguised Unemploy- 
ment will be found helpful in un- 
derstanding both a planned and an 
unplanned economy. Let us begin 
by observing the effects of depres- 
sion upon employment in an un- 
planned economy. Skilled brick- 
layers, machinists, architects, and 
other trained and educated workers 
are dismissed from their usual em- 
ployment. But they do not all re- 
main idle, for some, driven by 
necessity, will drive taxis or try 

1 The burden of unemployment in an 
unplanned society and of Disguised 


Unemployment in a_ planned society 
is, of course, quite different. 
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house-to-house selling, while others 
will return to the farm or risk their 
savings in an independent retail 
establishment. For the sake of sim- 
plicity, let us assume for the mo- 
ment that none of the workers who 
are dismissed remains idle, that all 
engage in an inferior pursuit, the 
meanest of which will be repre- 
sented, perhaps, by selling apples 
on the corner. 

Under this circumstance, it is 
apparent that, while the output of 
the economy may fall by half, there 
is no ostensible unemployment. [f, 
by employment, we mean able, will- 
ing, and working, then all workers 
are employed. A man is engaged 
in selling apples 14 hours a day, 
from which he derives 40 cents of 
income. Another family returns to 
the farm, where they labor long and 
hard but do not succeed in produc- 
ing a minimum standard of living. 
The doctor, the dentist, the mas- 
seur, the beautician are on the job 
but are rendering only half as much 
service as before. The bricklayer 
who drives a taxi shares whatever 
business there happens to be. The 
point, of course, is that, while there 
is no idleness that the census-taker 
can quantitatively count, the em- 
ployment is so inefficient that the 
real income of the economy is se- 
riously impaired. 

Thus, too much importance may 
be attributed to ostensible employ- 
ment. The fact that no unemploy- 
ment can be seen on the surface is 
misleading. In reality, the organi- 
zation has broken down and there 
is unemployment, but in a disguised 
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form—the workers are engaged a 
inferior jobs. The output has falles 
far below any standard that is reag. 
sonable and practically obtainabb f 
with existing knowledge and edug 
cation. Men must not only be erg 
gaged, but also work efficiently 
Merely having a job and putting 
in time is not an adequate criteriog 
of employment. * 
8 ; 
Wicksteed developed a line ¢ 
thought which is interesting in thi 
connection. Production is " 
garded by modern economists 2 
the creation of utilities. According 
to Wicksteed, a man is producing 
utilities and, therefore, i is employ 
when he sits in the easy chair, ¢ 
plays billiards, or goes to 
From this definition, then, unenr 
ployment is a meaningless concepa 
for everyone is employed all tk | 
time. Indeed, it might clarify th 
problem if we gave up for a tim) 
the use of the term “unemploy ) 
ment.” We should speak only’ 
grades of employment, which is. 
more accurate concept. F 
The difference between a ma: 
who is unemployed and one wh 
is employed at make-work, eithe 
official or unofficial, may be neg gl 
gible in terms of national outpui 
It is for this reason that the absent 
of unemployment (in the sense ¢ . 
idle hands) in a planned eéconot ie 
is no indication of the econom: 
success or failure of that form ¢ 
organization. For, in a plann ne 
economy, the mistakes and ft 
breakdowns in organization do na 


ome apparent through the dis- 
ssal of workers. The planned 
nomy, by its very nature, auto- 
tically covers up its mistakes. 
1e malfunctioning of a planned 
momy need never occasion un- 
ployment. Indeed, it may serve 
necessitate working longer hours. 
lake-work is thus automatic in a 
ned economy which has gone 
ong. However bad the organi- 
ion may become and however 
output may fall, there is never 
occasion for the wholesale 
ing of workers. 
It is idle, therefore, to suppose 
t the absence of unemployment 
a planned economy is any index 
‘its economic efficiency. Dis- 
ised Unemployment may be char- 
eristic of temporary disorganiza- 
n or it may exist as a permanent 
ture of a planned economy which 
s failed to use proper economic 
teria. 
This brings us to the very heart 
the problem. How are the plan- 
s to know whether resources are 
ing allocated more or less effi- 
mtly? What forces will bring 
rection in the misallocation of 
How can it be 
sured that goods will be pro- 
ced in the cheapest and easiest 
y? Fortunately, these questions 
receiving more attention than 
merly.” 
See Robert Mossé, “The Theory of 
nned Economy”; Gerhard Meyer, “A 


tribution to the Theory of Socialist 
nning,” Plan Age, October 1937. 
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In insisting that Disguised Un- 
employment is, by definition, a 
characteristic of a planned economy 
which is badly planned or badly 
managed, I do not wish to under- 
emphasize the prevalence of this 
form of unemployment in an un- 
planned economy. Mrs. Joan 
Robinson has developed this thesis 
in her Essays in the Theory of 
Employment “Under any system 
in which complete idleness is not 
a statutory condition for drawing 
the dole, a man who cannot find a 
regular job will naturally employ 
his time as usefully as he may.” 
Thus a decline of employment in 
one industry will lead to an expan- 
sion in another, particularly in 
those lines of activity which lend 
themselves to self - employment. 
But the fact that workers take up 
a new job does not mean that it 
is profitable or that the output is 
equivalent in the new field to the 
loss in the old. The concept is 
developed by Mrs. Robinson in a 
manner that supports Mr. Keynes’ 
General Theory of Employment, 
Interest, and Money. For Mr. 
Keynes had shown that equilibrium 
is reached short of full employment 
in the unplanned economy. And 
the question naturally arises: If 
this is true, why has unemployment 
been common only to the later 
stages of capitalism? How have 
we come to think of it as a phe- 
nomenon of a highly industrial- 
ized community? Mrs. Robinson 
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finds the answer, and rightly, I 
believe, in Disguised Unemploy- 
ment. Here is a prop for Mr. 
Keynes’ general thesis. Unemploy- 
ment has been common, only it 
was not usually recognized as 
unemployment. 

Consider the question in relation 
to the United States. Why has 
unemployment not appeared so 
grievous in the United States before 
1929? ‘There are several reasons 
for believing Disguised Unemploy- 
ment to be especially prevalent in 
this country — particularly before 
1933. A most important one is 
our extensive agricultural regions. 
Self-employment is easier in agri- 
culture than in manufacturing. 
For years there was plenty of land. 
After the land was taken up, it 
remained a comparatively easy mat- 
ter for dismissed urban workers to 
return to the parental household 
on the farm or to engage in self- 
employment. In addition, labor in 
this country has been mobile com- 
pared with that in European na- 
tions. Further, our democratic 
social system has made it easier 
for unemployed workers to engage 
in inferior occupations. Finally, 
the absence of organized relief prior 
to 1933 has made it necessary for 
the unemployed to engage in some 
pursuit, however inferior and un- 
productive. Much the same thing 
can be said regarding the absence 
of strong labor organizations. The 
presence of labor organization or 
unemployment insurance benefits 
contributes to the visibility of 
unemployment. 
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I conclude, then, that, due tc 
the greater geographical and socia. 


insurance benefits, unemploymen 
in this country prior to 1929 took 
the disguised form in substantiag 
volume. “- 
In neither the planned nor th ha 
unplanned economy can we accep? 
the census-taker’s count of idldB 
hands. Mrs. Robinson has ima 
proved Wicksteed’s view  thaapi 
everyone is “employed” all thap 
time. She adds that while everyone : 
is occupied all the time, “so tha 
the total amount of occupation car. 
never be increased, net em ploymen: | 
can be said to increase when parig 
of a man’s time is transferred front 
an occupation in which its prog 
ductivity i is lower to one where iif} 
is higher.* % 
In a planned economy the incl 
cient employment of labor may 
correspond to all types of disloca: 
tions in an unplanned systen 
Technological changes, geographi 
cal shifts in industries, the obsos 
lescence of certain occupations, anc 
overinvestment—such factors car 
impair the output of the “planned” 
as well as the unplanned econom 
But since make-work is an auto: 
matic consequence of dislocation 
in the “planned” system, Disguisee 
Unemployment may become ever 
more significant than it has beer: 
under capitalism. 


* Op cit., p. 86. 
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ma HE abolition of unem- 
ployment, it is generally 
agreed, constitutes one 
of the principal raisons 
tre of the planned economy. It 
ht almost be argued that the 
ef purpose of planning is the 
ination of unemployment. 
is is to be accomplished by ban- 
jing the business cycle through 
bility in the rates of consump- 
and investment. Unemploy- 
mt, however, is more than a 
tter of the business cycle. I 
ieve it can be demonstrated a 
ori that a. planned economy 
uld not be free from a certain 
ad not insignificant) amount of 
ployment. 

assume that the planned econ- 
y is a form of “market social- 
”’ such as that discussed by 
rhard Meyer in the October, 
37, issue of PLAN AcE. Here we 
e production and distribution 
the hands of socialized trusts, 
ked together by market relations 
1 under the central direction of 
oard which controls investment. 
course, there is a free consumers’ 
rket and, above all, free choice 
pecupation. 

\f we take it for granted that 
lical variations in production are 
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eliminated, it follows that cyclical 
unemployment will not exist. The 
factors of production are in full 
use, then, in this cyclical sense. 
But only if the economy were a 
perfectly functioning static econ- 
omy would there be such a use of 
the factors as to involve no unem- 
ployment at all. Between the 
static economy and the cycle-less 
planned economy there is a series 
of frictions, none individually im- 
portant, but all together significant 
enough to cause unemployment of 
no mean magnitude. 

What forces would be at work 
to bring this amount of unemploy- 
ment into being? In the first place, 
there would be the net seasonal 
factor. Presumably, some seasonal 
variations will have been sharply 
curtailed, and others eliminated. 
Presumably also, much will have 
been accomplished along the lines 
of the dovetailing of seasonal pro- 
duction and employment. Never- 
theless, it is scarcely conceivable 
that no seasonal fluctuations will 
be present, particularly if we re- 
member our dependence on climatic 
factors (reduced but not conquered 
by technology) and the assumption 
of a free consumers’ market. ‘Thus, 
in any given period, some workers 
will be out of employment owing 
to the seasonal factor. They may 
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treat this as a vacation, in which 
case they would not be “unem- 
ployed,” or they may be assigned 
temporarily to other make-work 
tasks: “disguised unemployment.” 
But if a vacation is less attractive 
than (the search for) more income, 
and if no disguised unemployment 
is available, there is unemployment. 

In addition to unemployment 
arising out of the net seasonal fac- 
tor, there will be unemployment 
arising out of a series of short- 
comings and imperfections. It is a 
matter solely of the frictions which 
attend the functioning of any com- 
plex economy. Irregular harvests, 
for example, affect not only agricul- 
ture, but also the volume of activity 
in the transportation and processing 
fields. Changes in agricultural 
prices would undoubtedly affect the 
demand for non-agricultural prod- 
ucts. This in turn would influence 
the volume of production and of 
employment in other industries. A 
host of miscalculations and minor 
shortcomings is possible. De- 
mand may be estimated wrongly 
and production schedules have to 
be revised. The time necessary 
to install new machinery may be 
misjudged. Building plans may go 
awry when materials are not de- 
livered according to plan. Key 
workers may fall ill, or become 
injured; production has to be held 
up until they can be replaced. Ac- 
cidents, breakages, as well as even 
natural catastrophes would con- 
tribute their share to the factors 
which would prevent a full use of 
land, labor, and capital. 
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The case of unemployed labo}; 
here is not essentially differ 
from that of unemployed freig i 
cars or unemployed dwelling spac . 
No matter how great the dema 
on these and other resources, 
impossible to keep all of them full 
occupied all the time. Undoubt 
edly much could be accomplishe 
by way of improved organizationp’ 
forecasting and _ rationalizat 
Even here, however, it must bh 
recognized that the more comple 
and highly integrated an econom: 
the more sensitive it becomes 1}; 
friction and disturbance. 


II 


There is a further and possibby 
even more important set of factoa 
which would operate to cause ump 
employment in a planned econom™, 
These are the factors of ae 
change, which include technologie: 
improvements and other rearrangy 
ments of the factors of producti 
major changes in consumer taste | 
in the distribution of income, art 
also changes in the location ari 
character of the natural resourcg 
exploited. The adjustments rig 
quired in these cases are of a mo: 
far-reaching character. The r 
quirements of planning would I | 
to shift workers from old occup | 
tions and locations to the nev 
Under the principle of free choid 
of occupation (and presumably ald 
of location) , workers could not be 
shifted as if they were empty frei 


1See Barbara Wootton, 


Plan, pp. tit 
ity of a change in place as 
cause of ‘unemployment. : 


_. 


sor credits. While there would 
be the degree of technological 
mployment as it exists in un- 
mned economies, there would 
1 be the problem of displacement 
the subsequent finding of jobs 
the displaced. In the interval, 


mployed. And since structural 
nge can be taken as a constant 
ure, there would be at any given 
e, displaced and unabsorbed 
kers, as well as those out of 
k as a consequence of economic 
administrative friction. 

he phenomenon of labor turn- 
r, of restlessness among workers 
not be overlooked. Once the 
of .cyclical unemployment is 
oved, and security of at least a 
¢ minimum income is guaran- 
, it seems probable that restless- 
might reflect itself in higher 
over figures. And on the other 
d, it may be assumed that cer- 
stimuli to labor turnover would 
e been removed. What the net 
It would be is not clear, but 
guess is that restlessness would 
ease. Now, in this case we 
e, during the average transi- 
al period, unused labor from the 
dpoint of the economy as a 
le, and unemployment from 
standpoint of the individual 
kers. 

lanning theorists are generally 
ed that flexibility of wages is 
desirable and necessary. For 
thing, wages could be flexed so 
‘counteract excessive mobility. 
in, with free choice of occupa- 
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displaced workers would be 
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tion, flexible wages are necessary 
to carry out the requisite adjust- 
ments to structural change. As 
Pigou says,” “unless wages move up 
and down freely enough to take 
up the whole slack, there must al- 
ways be some industries and centres 
in which some men are unem- 
ployed.” It can be asked, however, 
to what extent would this rational- 
economic criterion be permitted to 
function? ‘There might be other 
reasons — those pertaining to the 
scheme of income distribution in the 
planned economy — which would 
limit the flexibility of wages. If 
this were the case, the adjustment 
would be slower and the unemploy- 
ment longer. 

What is important, of course, is 
the magnitude of the frictional 
and structural unemployment. No 
matter what the provision for the 
unemployed may be, it is still a 
problem for it represents unused 
labor. Judging from the scraps of 
information available on unemploy- 
ment in various countries, planned 
and unplanned, I would hazard the 
guess that such unemployment 
would amount to at least two to 
five per cent of the working force. 
Such a magnitude represents more 
workers than are employed by most 
single industries. Because an econ- 
omy is planned does not necessarily 
mean that it is a panacea for unem- 
ployment. As frictional unemploy- 
ment is a product of organization, 
intensive study should be given to 
all aspects of structure and admin- 
istrative management. 


2In Socialism versus Capitalism, p. 51. 
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NATIONAL RESOURCES COMMIT- 
TEE. Drainage Basin Problems 
and Programs, 1937 Revision. 
Washington, Government Print- 
ing Office, 1938. 


This report is a revision and ex- 
tension of the water control pro- 
gram for the country recommended 
by the National Resources Com- 
mittee. It should not be consid- 
ered, however, as a mere refinement 
of the February, 1937, study be- 
cause it makes important new con- 
tributions as regards both tech- 
niques and objectives of water 
planning. Whereas the earlier re- 
port was principally descriptive of 
water problems, this is a program 
which seeks synthesis of information 
and formulation of policy. 


Local, state, regional and Fed- 
eral organizations cooperated with 
the Water Resources Committee in 
its preparation. Forty-five Drain- 
age Basin Committees considered 
the water problems and associated 
land problems of their respective 
areas with a view to planning proj- 
ects that would fit properly into an 
integrated long-time plan for the 
Nation. The detailed studies of 
these Drainage Basin Committees 
are to be published later. 


A review of progress in dealing 
with water problems during the 
last few years reveals the trend 
toward integrated planning, cooper- 
ative efforts, multiple-purpose proj- 
ects, recognition of functional 


f 
relationships and of regional re i 


quirements. ‘Not by other means, 5} 
states the Committee, “could th 
complex and manitold water probf. 
lems that face the country in utte 
disregard of State boundaries t¥ 
solved successfully.” 

Because organic interrelationg, 
ships exist between the various aap, 
pects of water utilization, a 
unified plan of water control an 
development requires an integrate@ 
Federal policy. In contrast to thij, 
collection of more or less unrelate 
policies of the past, the Commi} 
tee suggests that a sound Federz 
water policy will have the followim 
characteristics : : 

“1. It will be concerned, nap 
with water by and for itself, bu 
with the promotion of public safety 
public health, the public con 
venience and comfort, the econom) 
welfare of the public, the establis 
ment or maintenance of a hig 
standard of living. ; 

2. It will seek to promote th 
maximum integrated control am 
use of water, within the changil 
limits of technical feasibility an 
of economic and social justification 

cRag normally will treat dra 
age areas as units. | 

4. It will observe the rights « ¢ 
States both in intrastate and intez 
state streams. 

5. It will hold facts to be i it 
dispensable prerequisites to sount 
action. 


. It will assign the cost of con- 
cting and operating projects 
yng the agencies concerned in 
eral accordance with the distri- 
ion of benefits. 

. In determining whether or 
projects are justifiable, and in 
ributing the costs of projects 


unt of social benefits as well as 
omic benefits, general benefits 
ell as special benefits, potential 
efits as well as existing benefits, 
re they are involved.” 
‘hese general statements of 
cy are sufficiently broad to leave 
siderable room for interpreta- 
They must be given real 
ning by being applied i in respect 
particular projects. Policies 
me vital, determining influ- 
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ng the beneficiaries, it will take 
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ences insofar as they are followed 
in the design, authorization and 
management of projects. As pro- 
gressive revisions of programs of 
work are made, new interpretations 
of policy will be given in the light 
of new problems, methods, and 
standards. 

In seeking to formulate policy 
the Committee has made a valuable 
contribution to resources planning. 
The essence of planning is the de- 
velopment of recommendations as 
regards policy. ‘The study of prob- 
lems without reference to questions 
of policy can lead only to negative 
action. By emphasizing the im- 
portance of administrative policy 
the Committee demonstrates its 
faith in the practical possibilities 
of its work. 


Miscellany 


Keseni 


Two recent issues of PLAN AGE 
have received an unusual amount 
of commendation and wide notice. 
The Report of the Committee on 
the Maintenance of American Neu- 
trality, published in December, was 
reviewed extensively in newspapers 
and magazines at the time, and now 
Elmer Davis has digested the report 
and recommended its findings in 
the leading article of the March 
Harpers, “We Lose the Next 
War.” Our first printing of two 
thousand copies is nearly exhausted. 


The Special Section of The New 
Republic for March 30, on ‘“Na- 
tional Defense: A Progressive 
Policy” includes a consideration of 
“Immunity from Foreign War” 
which, it is mentioned in a footnote, 
is based upon the ESPA neutrality 
report. 

The February number, National 
Health and the Medical Profes- 
sion, has also been widely circu- 
lated and well received. Quantity 
orders for one hundred copies or 
more have been placed by half a 
dozen organizations. Many read- 
ers have commented upon the ex- 
cellence of the articles in this sym- 
posium. As in the case of the neu- 
trality report the supply of copies 
on hand is dwindling rapidly. 
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A recent visitor to Washington 
and to the ESPA offices was Sir 
Henry Bunbury, treasurer of the 
cognate British organization P E P 


: 

(Political and Economic Pldf’ 
ning). Sir Henry has been in 1 
United States in the course of ' 
international survey of governma 
action in the field of planning. — 
a guest of the ESPA Board of Tr 
tees at their monthly meeting 
placed at our disposal a fund 
information and helpful adv 
based on his long experienc 
PES?) + : 

Ronald C. Davison, anoth® 
member of the Executive Counr 
of P E P, is to be in this count 
this month, and it is hoped that y 
shall have further opportunity - 
benefit from British experience ' 


planning. ; 


PANS TAN VAN iy 

Early in March there w 
held in Washington a Conferet 
on the Conservation and 
velopment of Human Resour 


the Conference, assisted by Geor 
Reid Andrews and George B. Gz 
loway. Inall, eighteen papers wes 
delivered, covering such varié 
phases as birth control, mental h 
giene, nutrition, housing, war, i 
ligion and economics. 


It was in recognition of the B in 
portance of this subject that tk 
March issue of PLAN AcE was di 
voted to The Conservation ‘ 
Human Resources. ESPA 
held a tea in its offices for. th 
attending the Conference. 


overnment Participation in Economic Enterprise 
ne 
E. J. COIL 
I. STAGNATION IN THE CAPITAL MARKETS 


“Not only our future economic soundness, but the very soundness of 
our democratic institutions, depends on the determination of our 
government to give employment to idle men.”—President Roosevelt. 


for relief. It became the National policy that no one should 
starve. It is now the trend to broaden this policy and to have 
government offer employment to those unable to find jobs in 
ate enterprise. A program of public investment is viewed not only 
2 method of restoring recovery, but also as a means of preserving 
hocratic government. 
Events of the past year have shown again that the maintenance of 
orkable, expanding economy is dependent on capital investment. 
enditures for the purpose of building things result in the employment 
eople. Unless capital funds finance real construction activity, natural 
‘human resources must suffer the wastage of idleness. Consumption 
enditures alone can never provide jobs and income for all the people. 
ainful occupations are to be extended, capital investment must supply 
funds to pay for the work performed. Investment is the propulsive 
e which expands income and propels an economy. 
The frequent and abrupt changes which characterize the American 
omy since 1929 reflect an unusual ebb and flow in expenditures. 
en by 1933 private investment failed to increase, government under- 
to initiate recovery. It was anticipated that public spending on a 
e scale would so expand consumption that private investment would 
timulated, and a sustaining recovery thereby be established. Govern- 
it did spend, the volume of consumption did increase, but the expected 
strial expansion failed to materialize. When net public expendi- 
is diminished, the upswing stopped. Private capital investment had 
recovered. Although the needs for certain capital equipment were 
sgnized, and industries stood ready to supply it, the flow of investment 
ds remained paralyzed. ‘The capital markets remained stagnant. 
Since the economic and political future of the United States depends, 
arge part, on what happens to capital investment, it is of special 
ortance that every effort be made to obtain better understanding as 
why private investment has failed to revive, and why government 
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participation has not been more productive. It is repeatedly said thi 
public expenditures should be increased now because they will have :} 
be; since recovery depends on the resumption of investment, the g 
ernment has no other option. Though this may be true as a mat 
of expediency, to resume investment without seeking better insight as she 
its methods and purposes does not promise a sustained recovery. 
Investment activity, whether public or private, requires the sim 
taneous existence of at least four conditions. There must be: (1) i 
supply of funds available; (2) productive opportunities needing develcg® 
ment and requiring capital; (3) channels or mechanisms to direct amp 
administer the flow; and (4) a motivating desire or decision to initiap 
action. Ok 
The present investment crises certainly cannot be explained by aq 
scarcity in the supply of loanable funds. All data indicate that individ 
and corporate savings are plentiful and bank credit is abundant. T 
there exists, as Alvin Hansen has observed, the paradoxical situati 
a poverty of new issues persisting side by side with a plenty of fund 
excess of savings and a scarcity of capital formation. Funds exist 
they lie inert in the form of bank deposits and reserves. 
What constitutes a productive opportunity for investment depem 
on the particular criteria one selects as measuring rods. If human e 
be the standard of measurement, it is generally agreed that housing 
immense opportunities for useful capital investment. No one has im 
that vast potential markets do not exist for an extensive list of impo 
goods and services. Any observer who has traveled about the N 
can testify as to the real existence of deficiencies. On the other ha 
great diversity of opinion exists as to whether there are infant indust 
with the growth potentialities of the automobile and radio. Unable 
define the future, even informed opinion differs widely respecting 
possibilities of more recent technological developments. A still differe 
array of opinion fluctuates about the future profitability of exist 
industries. An investment which seems profitable and inviting dur 
a period of business upswing may appear highly speculative during 
trough of depression. Faith in the future fluctuates with prevaili! 
conditions. + § 
It is repeatedly said that the present stoppage of investment activ 
reflects a breakdown in business confidence. ‘That there exists a 
and bitter hostility between many elements of business and govern 
is accepted. That this distrust is inimical to any feeling of confi 
and community of interests is unquestioned. That specific pieces 
legislation, such as the taxation of undistributed earnings and c 
gains, are sincerely believed by many business men to be highly injurio 
to industrial expansion is also true. However, merely to state t ti 
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of confidence is responsible for the present crises is similar to saying 
a business concern fails because of bad management. The answer 
ot edifying because it is not constructively analytical. 

If one examines the forces and factors affecting private and public 
stment policies, it seems that there are a number which have received 
ficient recognition. Of course no one can be exhaustive. The at- 
pt here is to indicate and discuss some of the institutional changes 
h have long been in process of development, and which so affect the 
inization and operation of our political economy that the future can 
r be a repetition of the past. 

There has been a gradual development in the United States of new 
vations affecting the investment of capital funds. Some of these 
lences are not measurable, but they are discernible. They are a 
uct of change in our economic structure, and, in turn, are producing 
r changes. 


he Growth of the Trustee. 


It seems that a number of forces are contributing toward a decline 
trepreneurial initiative. Attitudes of mind toward risk-taking have 
nged. Of special significance is the fact that a very large portion 
nvestment funds are under the control of persons occupying positions 
duciary responsibility. The function of commitment is being segre- 
from that of accumulation. Officers of trust funds, insurance 
panies, savings banks, endowed foundations, investment trusts, and 
stment counselors are playing an increasingly important role in 
ing the disposition of American savings—the savings of others than 
selves. Unfortunately, the total amount of funds under the influ- 
of these fiduciaries is not known. 

In earlier days the business man developed an industry, took his 
, plowed back his profits, and made his fortune. He died, and 
ently left his fortune as trust funds and endowments. The smaller 
ness man also took his risks, and many succeeded in establishing 
table enterprises. Later, these were merged or consolidated, and 
descendants are officers or employees of larger corporations. The 
essional man, who yesterday saved and used his own judgment in 
hasing a few securities here and there in newly organized enterprises, 
consults his investment counselor. 

As the individual investor has tended to disappear, and as investment 
s have increasingly sought their outlet through institutional channels, 
onounced change has occurred in the motivations governing invest- 
, and in the very meaning of the word itself. Trustees are not 
epreneurs. They seek the avoidance rather than the assumption of 
_ Investment ceases to be the purchase of capital goods and services 
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for a productive purpose, and becomes the purchase of previously issu 
“seasoned” securities of already established enterprises. The “busine 
man’s risk” has become’a listed security with a Moody’s rating of B} 
Savings are tending more and more to be invested in ownership of 0: 
securities rather than in initiating new enterprises. "The capital mark 
becomes a circular exchange of securities rather than a continuing flog 
of new income-creating funds. Investors take in each other’s washing 
bid against each other’s wares, and decry each other’s lack of faith. 


2. The Decline of Competitive Spirit In Established Enterprises. 


Industries, like people, have their steps of growth, maturity ari, 
decline. Competition in a growing industry with an expanding mark@ 
can be both keen and profitable. As long as demand grows at the sand 
rate as capacity, competing firms do not necessarily feel the pressure ¢ 
competition. Under such conditions, competitive action is a stimul 
to the exercise of initiative rather than a restraining influence. As a 
industry matures, however, capacity must be adjusted to a replacemerg 
rather than a growing market. As demand becomes relatively limitee 
competitive pressures become greater. Instead of having a market e2 
panding at an increasing rate, in which all may seek to share new gains, th 
gains of any one firm generally represent losses to others. ‘With 
market which is fairly constant, it finally becomes clear that the tacti¢ 
of aggressive competition are those of mutual spoliation.”! It is onh 
natural therefore for the wisdom of the years to decree a policy ¢ 
“live-and-let-live”’. ? 

With age, competitors in an industry develop common attitudes ¢ 
mind, experience, techniques, and understandings. ‘Trade associatiot 
are founded, interchange of statistical information develops, cost rm 
pricing practices become common knowlege. Thus the development c 
an appreciation of the dangers of competition is accompanied by thi 
development of methods for limiting competition. Practices which wer 
thought to be healthy during growth, become “cut-throat” in maturitr 
Common caution promotes common understandings. | 

A protective attitude of mind develops as regards capitalization: 
With declining opportunities for expansion, each competitor seeks tt 
maintain his investment. Any price policies which fail to cover ai 
overhead costs naturally threaten capital values and are, therefor 
denounced as “‘chiseling’”. And since there is no need for expandin? 
plant, profits are not plowed back, but held as surpluses, frequently i 

liquid” securities, or paid out as dividends. Competition becomes lim 
ited to extolling the qualities of a product, not to reducing the price. 


7 


+See Moses Abramovitz, Quarterly Journal of Economics, February, 1938, p. 1 
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If new industries were developing as rapidly as established industries 
tured, opportunities for capital investment would not be diminished. 
our present industrial society grows older, however, the proportion 
mature industries to new must inevitably increase. Although tech- 
ogy may develop certain new industries with great capacities of 
ansion, as was the case with the automobile, the ratio of sales of the 
products to total sales will be a declining one. In short, there is 
definite tendency for the stream of capital investment to flow more 
ly as industries mature. 

It may be argued that there exist potential demands for many 
ducts which, if the demands could be made effective, would give to 
ustries a second youth. It should be noted, however, that the very 
ctices which develop to limit competition and keep it from becoming 
hless also tend to keep potential demands from becoming effective. 
e forces responsible for a decline in corporate demand for capital 
ds also initiate restrictions on the expansion of consumer demand 
the finished product. 


What Rate of Return Is Sufficient to Induce New Investment? 


For several generations economists have written about certain rates 
interest and profit as being sufficient to motivate new capital invest- 
t, and thereby keep the economic system dynamic and progressive. 
ough the expectation of a reasonable return varies with the risks, it 
ns fair to state that rates of four to seven percent are frequently 
ountered in the literature. One thinks of bank loans, and often one 
been conditioned to think of six percent. And business men have 
le-of-thumb” measures when they speak of securities selling ten or 
nty times earnings. 
It is possible, however, to question whether facts have remained 
to theory in this matter. Is it really an opportunity for a reasonable 
irn that motivates investment, or does there have to be a reasonable 
ortunity for capital appreciation? Especially as regards equity se- 
ities and the launching of new enterprises, is it the prospect of 5 or 50 
150 percent that furnishes the motive? Is it the potential oper- 
g profit of the business or the promoter’s profit and the financial 
fit from discounting the potential profit that stimulates new issues ? 
When enterprises are individually operated, a reasonable return 
ht suffice because the classical entrepreneur sought to make a living 
profits were part of the wages of management. But under corporate 
unting the wages of management are figured as costs of production, 
reasonable profit must be something above livelihood receipts. 
Of course, a company that is established will keep in business and 
continue production if only a maximum return of two or four 
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percent can be anticipated. It is not suggested that going concerns Wi 
retire, but it is suggested that large expansions of existing enterpri® 
and the development of new enterprises may not be undertaken if thaf. 
is no opportunity for a profit which does not approximate appreciati:§: 
of capital. : 
Though this question has not received the study it deserves, fre 
the evidence available capital appreciation seems to have been a dor 
nating element in the rapid expansion of American industry. T 
opportunities to develop and exploit free natural resources certairg 
motivated industry and investment for many decades, and early : 
the mental attitude of expectation of capital gains. It seems doubtt 
if the lumber, steel, petroleum, copper and other basic industries woul, 
have shown the rate of growth they did experience if the natural resource : 
had not originally been capitalized at such modest evaluations. 


At a later period, the introduction of new techniques of manag 
ment opened new opportunities for exceptional profit. The retur 
arising from the introduction of scientific methods of organization 
many instances were sufficient to be termed appreciation of capitt 
New technological developments, instead of being passed on to the conf. 
munity through price reductions, have frequently been formalized fF 
additional security issues. More recently, under what is termed t 
stage of “finance capitalism”, the exploitation of security issues provid; 
opportunities for rapid capital appreciation. : 


If this be true, one must question the realism of many statemer 
made currently. Today business men repeatedly say that governmet 
must give business an opportunity to earn a reasonable profit if prive 
capital investment is to be revived. This point of view is especia 
urged in respect to tax policy, security and banking regulations. Ba 
although the business man may adopt the terminology of the economi. 
one may wonder whether the words “reasonable profit” have the sar 
referents. 


For example, President Roosevelt said in his “fireside chat” 
April 14: “The government contribution of land that we once made 
business was the land of all the people. And the government c 
tribution of money which we now make to business ultimately com 
out of the labor of all the people”. Did the business man, on heari 
this, sense the fundamental difference between these two types of co 
tributions? The land was economically free and given unencumber 
by any indebtedness or capitalization. The money has its equivaleg 
of debt. Business always has welcomed gifts, but usually demurs i | 
an offer carries with it the implication of repayment, through taxes 
the future. = 


a 
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If it is capital appreciation which primarily motivates industrial 
ansion and private investment, then many conceptions regarding 
nable return as an exciter of private economic enterprise must be 
sed. And the procedure of revision will have profound repercussions 
the structure and control of the capital markets. 


The Growing Proportion of Salaried Workers in a Commercial 
Economy. 


The growth in the corporate form of organization has been accom- 
ied by an increase in both absolute numbers and in proportion of 
ried workers. With the decline in the economic importance of the 
ividual proprietorship, the so-called middle class is shifting its attitude 
ard savings and adjusting itself to a salaried status. ‘The line of 
arcation between the economic position of the salaried worker and 
wage-earner becomes shadowy. 

Viewed in another light, this transition is a part of the change 
m a cellular, atomistic economy to the modern commercial economy ; 
n the semi-self-sufficing economy of family production to the 
istrial economy of money income and money purchases of even the 
c necessities of life. In urban, commercial life the family ceases to 
production center, and the individual members frequently become 
ried workers. 

This growing proportion of salaried workers in a commercial econ- 
profoundly influences both the formation of capital and the responsi- 
ies of government for the maintenance of economic activity. As the 
spects of a worker becoming a business owner diminish, and as total 
ulation tends to stabilize, a form of hand-to-mouth living develops 
creates a willingness to mortgage future income rather than amass 
ngs. But as ever-increasing numbers of people are threatened with 
curity, if not actual hunger, as soon as any downswing develops in 
10mic activity, the question of tomorrow’s wage becomes a desperate 
onal problem. With any evident slack in business, a neurotic mass 
jety arises and is communicated almost instantaneously throughout 
economy. The result is a stoppage of spending, especially on durable 
semi-durable consumption goods which now bulk so large in total 
duction. 

The political economic problem arises from the fact that insecurity 
ncompatible with democracy. The experience not only of recent 
rs but of centuries teaches that political democracy must have a 
gressive, expanding economy as its foundation. The pressure of 
omic shrinkage—diminishing capital investment—is the gravest 
at to democracy. Civil liberty must be geared to economic growth, 
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5. The Failure to Amortize Investments. 


The relations between economic teaching and business finanajy 
have a unique history. Finance has been a most discriminating cuup 
tomer of economics, choosing those teachings it thought to be profitabl 
and rejecting others. Of those counsels which bulk large in the 
rejected list, one frequently encounters the teachings regarding tk 
necessity to depreciate capital and amortize indebtedness. 

Even if the indebtedness arising from speculation be excluded, 
appears that a number of American industries are heavily burdened witi 
capital claims representing long-expired useful plant and equipmen 
Besides producing many mechanical triumphs, technology also has sue 
ceeded in creating a vast amount of obsolescence. It is to be regretted 
that capital write-offs do not seem to approach our scrap piles i 
magnitude. 

Two industries now prominently mentioned as fields for capita} 
investment are housing and railroads. In the case of each, evidena 
seems to indicate that the excessive evaluation of old properties is as 
obstacle to new construction activity. Failure to retire obligations 2 
equipment has depreciated has paralyzed both industries. How to supp 
port the old instruments of indebtedness and to service new mortgagep 
for new construction is a problem to challenge financial ingenuity. 1 
new construction is to pay its way, it is difficult to see how the write 
off of obsolete valuations can be avoided. : 

While the initial buildings and equipment lasted, satisfactory profit | 
may have been received. But profits which arise because inadequatt 
provisions were made for maintenance of resources create a deferred lia 
bility. The payment of dividends out of capital is a notoriously ql 
road to bankruptcy. 

The five influences here discussed indicate that the problem c 
stagnation in the capital markets is not entirely the product of tem 
porary pessimism. Nor is it to be attributed to this or that legislativ 
proposal. Rather, it is believed that motivations toward investment ar 
affected by influences which have been developing for a long perioci 
They are the product of institutional changes, and as such they shoul 
be recognized as mutations rather than as incidents. : 


‘ie 


ee 


II. GOVERNMENT INTERVENTION 


S yl NVESTMENT is not an automatic process. It is a result of the 
Maa making of managerial decisions by human beings. Someone, 
sometime, some place must decide where, when and how funds 
are to be spent. Then the necessary instructions and orders of 
brk must be issued to make the decisions effective. Investment, there- 
ré, is a positive function of management, and the responsibility for 
ministrative and executive decisions cannot be avoided if investment 
ito be purposeful and productive. 

If government is to participate in economic enterprise, government 
st assume these managerial responsibilities. “To make the gesture 
participation and at the same time to avoid the responsibilities is not 
sitive action but negative intervention. ‘The experience of recent years 
ovides several examples of governmental action that may be considered 
gative in essence. This experience should be carefully analyzed as it 
contribute much to the design of future programs. Here only a few 
servations can be indicated. 


Indiscriminate Support of Capital Structure. 


To avoid a financial collapse in 1932 and 1933, the government 
e to the rescue of many private concerns and individuals. By utilizing 
blic credit, an attempt was made to “shore-up” the financial struc- 
res of organizations threatened with bankruptcy. The Reconstruction 
mance Corporation is, of course, the most representative agency in 
s field. 
It is recognized that in a period of crisis and emergency one cannot 
ord to be too selective in granting loans. On the other hand, failure 

exercise discrimination may mean the “bailing-out” of private 
Jividuals who, in reality, are responsible for their being swamped; or 
= postponement of reconstruction of an inherently bankrupt situation. 
is not necessary to labor this point as respects the railroads. 

Some of the pressure groups most active in seeking loans are those 
ich have departed far from any standard of industrial efficiency. 
his may be true both of highly competitive and semi-monopolistic in- 
stries. Certain sectors of our natural resource industries are in default 
ause the abuse of these resources has depleted these capital assets. In 
ese sectors private enterprise has passed to the government the problem 
conservation, and for the government to postpone acceptance only 
ites further wastage. 

If government is to become an industrial lending agency, it must 
a discriminating lender. Loans which prevent bankruptcy from scaling 
capital charges in over-capitalized concerns, and even many loans 
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which are but refunding operations, are not creative of wealth-producin; 
activity. ‘They act to revive neither the capital markets nor the consume@! 
markets. If loans are to aid recovery, there should be some assurance @ 
that the proceeds will be used to enlarge production and to raise thhp 
real national income. If the factor of time in the 1932 crises preventec 
the employment of discrimination, the experience then should indicaty 
the necessity for more sharply defined policies now. hi 
Eventually the government may have no option other than to fore 
close on certain of these loans. Therefore the danger of placing thip 
state in the position of becoming the owner of excessively capitalized 
properties should be avoided. Under such conditions it might a " 
maintain its property by adopting restrictive policies. “ 


i 
- 


Many attempts at public regulation of private enterprise have beeq! 
motivated by a desire to protect the public from monopolistic excesse! 
or to prevent unfair practices in trade or on the exchanges. In general 
such regulation has sought to establish standards and to delimit area 
of business conduct. The aim has not been to seek active public partici 
pation in management. an 

As this type of regulation has developed in practice, several prok 
lems affecting the maintenance of investment flow have arisen. Thif 
complexities attending the division of managerial authority may cz 18: 
the loss of managerial initiative. A negative attitude of “thou shall not 
may develop to overwhelm the positive attitude. Since it is the positiv® 
drive of administrative decision which lies behind investment expenditure 
and extensions of plant and equipment, negative regulation can be respon 
sible, in conjunction with other influences, for modifying the inv 
ment flow. Ff 

For example, in the 5/st Annual Report of the Interstate Commercé 
Commission, dated November 1, 1937, there appears this statement re 
garding the railroad situation: “Public regulation is necessarily an inter 
ference with management, but it is not management, and it is no par 
of our duty to interfere with management in the fixing of rates wher 
the question is only one of what is wise or unwise in the exercise of souns 
business judgment. Conditions are such, however, that there is i 
manifest need for caution in the increase of railroad rates, fares, an 
charges, quite apart from the question of whether the increases will be 
lawful or unlawful.” This statement seems confusing as to both poli : 
and responsibility. mee 
Another recent experience lies in the field of regulation of security 
issues. ‘That public action was required is accepted, but there is some 
evidence that regulation disrupted the investment mechanism withe ie 


2. Negative Regulation. 


F 
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viding substitute organization to perform the basic functions. It may 
that the relations between commercial banks and the corporate bond 
rket were severed without establishing any compensating mechanism, 
that the abolition of bank affiliates left underwriters with inadequate 
ital resources. 

As stated, these suggestions of negative action are samples of a 
blem requiring detailed study. It does seem that in preparing regula- 

legislation the managerial responsibility leading to investment 
uld be defined with sufficient clarity to avoid paralyzing confusion. 
d, if any previously existing organization performing an essential 
ction is disrupted, a new mechanism should be devised in order that 
function may continue to be performed in a manner compatible with 
new conditions. 

‘A second aspect of regulation relates to special public assistance for 
rate industries. "There is now a formidable number of industries to 
ich government has granted subsidies or privileges, and there are 
ers seeking legislative aids. This problem has been succinctly sum- 


tection lengthens daily, and we are within measurable distance of set- 
up a new feudal system, with the British market, instead of the 
tish land, parcelled out among the barons. There is no system of 
nomic policy in which there is a greater need for careful thought on 
eral principles.” (April 2, 1938) 
“No industry should be allowed to make use, for its own profits, of 
State’s compulsory powers without giving the State in return the 
t to insist that the industry shall serve not only its own interest but 
wider interest of the commonwealth.” (February 5, 1938) 
When unrestricted competition can no longer be depended on to 
tect the interests of the community, regulation to be positive must 
e a clearly defined part in the formation of managerial decisions. 
sumers’ Councils and Senate Committees are not adequate protec- 
devices. ‘They can never be, because they are presented with accom- 
hed facts and have only the dubious advantage of hindsight. Positive 
ticipation in the public interest must establish its protective devices 


ct before, not after, the event. 


Negative and Positive Spending. 

During the past five years government expenditures have been large. 
vernment has increased its participation in economic enterprise by 
ating jobs and disbursing income. It was anticipated that these pay- 


. 
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q 
ments would generate activity, which, once begun, would be not only 
self-perpetuating but also self-expansive. Yet, as noted earlier, when tht}, 
initiating expenditures diminished, activity declined. Although one rec 
ognizes the inherent limitations of attempting a few general observation tf 
on such an intricate problem, an appraisal of several aspects of the 1933: 
1937 program seems warranted in view of the present situation. 

There are many who believe that much of the government’s spendg- 
ing has been more palliative than constructive; that its sheer volume ha 
blanketed discrimination in allocation and purpose. Although mam 
recognize that unemployed labor is a wasting asset, and that anythinpy, 
produced by this labor is an increment of gain, they also believe thag, 
public employment of labor puts a tax on private production. Though 
recognizing the desirability of many public works, they fear, on the on 
hand, that government spending based on borrowing leads eventually tag 
bankruptcy, and, on the other hand, that public works mean public comi 
petition with private enterprise. , 

It is true that the problem of government expenditures from th 
viewpoint of the benefits and income created thereby has never receivee, 
the detailed investigation it deserves. Accounting for outgo and incomay 
is just as important in public activities as in private enterprise. Yet, if 
seems that both economists and accountants have tended to ignore the 
large field of public bookkeeping with the result that its techniques ara 
as obsolete as the single-entry method would be for a corporate, 
enterprise. a 

It may be questioned whether public policy on expenditures ana 
methods of accounting follow reality. Economists have looked at th 
problem of unemployed labor and have said that since any useful good 
or services which unemployed labor can create are a gain, it is desirabldp 
that the community should obtain the benefits. As idle labor (including 
management) represents potential productivity, it is economically souna 
for government to put the labor to work and pay for it with future 
claims to income; that is by borrowing. +a 

In actuality, the accounting procedure is not in harmony with th 
work performed. In business enterprise, money costs are incurred in th 
making or growing of something, and money income is received from it# 
sale. A business man who borrows funds from a bank or from th 
public to finance production does so on the understanding that bo 
outgo and income will be measured in terms of money. If he paid for 
his raw materials and labor with money, but did not receive any mone} 
from the disposition of his products, he would soon spend his capital anc 
be unable to continue production. 

In contrast, many public expenditures are measured in terms 
debts and dollars, but public receipts are measured in goods and services 
Teachers are paid salaries, an educational service is provided ; highway 
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ws receive money income, but build roads. Money is exchanged 
products, not income ; hence debt. 

Of course, two questions arise. What is the economic nature of 
se products and services; and what of taxes as a means of money 
ment? Government expenditures can roughly be grouped in three 
SSeS : 

(1) As payments for unproductive, non-revenue works, such as 
aments. Although certain expenditures of this nature may be 
essary, it should be recognized that they add nothing either to the 
ional wealth or to the wealth producing capacity of the nation. 
nomically they are sterile; they are the pyramids of modern society. 

(2) As payments for productive but non-revenue-creating works 
services, such as roads and schools. Although these add materially 
the wealth producing capacity, they are free services and goods in 
sense that no direct use-charges are made. 
- (3) As payments for productive, revenue-creating works and ser- 
es, such as the postal services and power plants. A charge is made to 
» user for products in this class. They produce money income. 

ether the income shall equal the expenditure it but a question of 
ce policy. 

For the first two groups, under present conditions, revenue to meet 
enditure must eventually be obtained from taxes. Now if govern- 
nt is to participate in wealth producing enterprise, it may be ques- 
ed whether taxes can be relied upon as the principal source of rev- 
e. This statement does not imply that taxes are a drain on national 
ome, for it is recognized that the national income arises as a result 
total public and private expenditures. But in a time of continuing 
mployment and armament, it does seem increasingly doubtful whether 
olicy of depending largely on taxes, especially future taxes, is either 
edient or realistic. If government expenditures are to be made 
re effective in producing sustained activity, it seems that present prac- 

and policies will have to be reconsidered. It is to be noted that the 
blem here is one of degree, since many particular expenditures have 
n highly productive. 

There seem to be four lines of approach to the problem of making 
ernmental activity more self-liquidating and continuous. In the 
t place, there is the possibility of reallocating expenditures so as to 
arge the portion going into enterprises creating money revenues. 
is is the field of self-supporting commercial products and services, the 
ader field of public enterprise as contrasted with public works. Such 
olicy would place less emphasis on public expenditures as a means 
edistributing income, and greater emphasis on expenditures as a means 
creating income. ; 
~ Second; there is the accounting approach. All public expenditures 
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are now treated as if they were operating expenses. In actuality, many i 
are long-term investments. Dams, roads, and buildings are a part ob 
our public, social capital. Should they not be recognized as such? Ii 
may be desirable to write off capital investments as they are made, bunfy 
if so, what is good economic practice for government should also be 
sound practice for business. Revising of accounting practices and des 
vising methods and techniques of social accounting which will reflect 
better the actualities of public activity offer many opportunities fo» 
strengthening public finance. Ff 
Third; there is the possibility of changing the debt-creating mecha 
nism so as to make interest-free money available for public construction 
Insofar as government creates the credit which it borrows through} 
its regulated banking system, government may, some day, pay to itselif 
the interest now going to others. a 
Last; there is the possibility of modifying the effect that public ex 
penditures have on private enterprise. In recent years, purchasing power 
has been augmented by public expenditures only to be dissipated by pricef 
increases. Not production, but production at a price, outran so-callec 
purchasing power. In order to make public expenditures more effective 
public knowledge of what lies behind prices, and what constitutes costsq) 
must be enlarged. - 
If government is going to spend public funds and to participate ir 
economic activity as an initiator of enterprise, it needs to decide more 
clearly for what purpose, in what manner, and to whose benefit th 
expenditures shall be made. Unquestionably much of the confusio: 
now prevalent reflects the fact that government policies and program Fi 
represent an unreconciled mixture of negative intervention and posit re 
participation in economic affairs. a i 
A larger production of goods and services is sought without defini g 
in advance responsibility for the investment necessary to bring them int | 
being. Increased expenditures are proposed without devising an acco 
ing system to record adequately the disbursements. . Additional borrow: 
ings are contemplated without suggesting consistent policies of taxation: 
The distribution of resources between capital formation and consumabld 
output are altered without budgeting the investment required to suppor’ 
such allocations. In fact, many public devices and procedures are ill-fitte 
to the tasks they are expected to perform. New patterns of socia: 
organization are being fashioned with obsolete instruments. $: 
The ability to achieve social objectives depends in large part on t 
economic measures taken to enlarge the national income. Reform an 
recovery are incompatible insofar as reform measures fail to have thei 
economic counterpart. Social reconstruction must pay its way. 
problem is essentially organizational in character. 1 aiid 


OF PARTICIPATION 


UR major domestic issues, Felix Frankfurter has said, “are 
phases of a single, central problem, namely, the interplay of 
enterprise and government.” If business men are disquieted 
at the prospect of government action, and if government is 
mcertain as to the nature and extent of its responsibility, it is because 
oth business and government sense some failure in the metabolism of 
ne economic body. Although the basic resources for maintaining an 
kpanding economy seem to be present, we do not know how to organize 
em properly. We have not obtained that synthesis of knowledge and 
bordination of effort which is the essence of organization. 

The apparent lack of understanding as regards a program should 
either surprise nor dismay us. “To formulate a program and devise the 
istruments to implement it require concerted effort on the part of many, 
d a mechanism to channelize that effort. Without these, attempts 
construct a sound body have the elements of wishful thinking, of 
-eking ends without providing the means. 


An Objective Approach. 


It is repeatedly suggested that planning offers a way out. It can, 
id it cannot. If by planning is meant some universal formula or 
aster blueprint for rearranging human relations, planning is but another 
nacea. But if by planning is meant the idea that man can direct 
tionally the improvement of his social organization, then it does ofter 
nh approach toward the solution of our problems. In this sense, planning 
eks to apply on the new social frontier the objective attitudes of mind 
hich have so enlarged our natural horizons. 
We so completely accept science in the outer world of nature that 
= tend to forget the supernatural world of our ancestors, and the work 
those emancipators who disclosed physical realities. “Those early men 
iho stood aside, curious but detached, to view the universe about them, 
rought a transformation. They wanted to discover how, as a matter 
fact, nature behaved. They represented the birth of a scientific 
irit—that curious, skeptical, inquiring, unsuperstitious desire to see, to 
derstand. And they discovered that organization in the outer world 
nature is preordained. This world behaves according to definite 
es and its recurring patterns can be predicted to a reasonable degree, 
ways understood and its forces utilized. 

So fascinating and profitable were these explorations that a long 
x occurred before man sought to examine himself objectively. Much 
is known about astronomy before the appendix was discovered. It 
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was so easy to sit outside the human body and speculate as to what wen 
on within. Not until men dissected the body to discover what, as <ff 
matter of fact, did happen was the science of medicine established. Anaf 
even here, despite the organic complexities, an inherent capacity fo: 
organization was found to exist. Cells come into being predestined tcf 
play their particular roles. 

As the laws of nature seemed to be universal, it was only naturag 
for man to assume that natural laws governed human relations. ‘““Thoss 
who made the revolution were . . . convinced that economic and sociad 


power? What are the fundamental and imprescriptible rights of citi) 
zens? ‘These were the all-absorbing questions of that time. The purposa 
of a written constitution was to provide authoritative answers to thes¢ 
questions, and to delimit with precision the realms of social compulsion§, 
and individual liberty. It was taken for granted that when every mami 
was free, all men would be equal; when all men were equal, everyon: 
would have enough; when everyone had enough, no one would any longe 
be unjust or inhumane.” ? | 
But the organization of social relations did not yield to natura 
laws. Whereas the outer world of nature disclosed its patterns to huma 
inquiry, society itself, we have learned, is more complex; its patterns 
are the conduct of its members. Order in human affairs seems not té 
be preordained but to be consciously created. Society, instead of beingp 
a structure of impartial nature, is a product of human mind and huma 
emotion. And our social-economic institutions which form its framewor 
are but the accepted habits of the public mind. 
The basic conception underlying all planning efforts is that of th 
organic community. As we realize that our environment is increasingl! 
composed of man-made institutions, we also realize that its pressures ar 
products and problems of human activity. Mechanical achievements 
for example, are not automatically adopted. It is our social institutiot 
which constitute an interwrought scheme of means and powers. The: 
stimulate the adoption of technology, integrate its processes, and measur 
and distribute its product. They give life to the machine and brin: 
forth or restrict the flow of goods therefrom. Although the eftectiv 
utilization of our technology demands orderly arrangements, the onl | 
compulsion for their establishment is man’s deliberate intention to satisft 
insistent needs. i‘. 
Planning not only requires but implies the extension of the scientifi 
objective attitude of mind to the plane of human relationships. It mean 
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a social-engineering approach to the problem of organization. As the 
arly surgeon opened the body to see what went on within, so we can 
amine our economic system to see its structure and the interrelationships 
f its parts. 


: study of our political-economic problems as technical problems. It 


. Pragmatic Political Economics 


We tend to speak and think of government and business as if they 
ere two separate, independent solar systems, each following orbits 
rdained by its own natural laws. ‘The world of business economics is 
equently assumed to be an autonomous system outside the jurisdiction 
the political system. Government participation in economic enterprise 
therefore considered as disrupting as the invasion of a fiery planet. 

It is a tragedy that this fundamentally false notion has captured 
many minds. ‘To the question, “When did the end of laissez-faire 
gin?”, D. H. Macgregor has answered, “Before it started”. Rightly 
, because all economic activity exists within the structure and by the 
nection of government. It is the sovereignty of government which 
eates orderly arrangements, maintains economic relationships, permits 
oduction to be undertaken, and allows the particular distribution to 
made. Any specific form of enterprise—private, public, cooperative— 
ists by the consent of government. 

Venerable Adam Smith was well aware of this; he wrote on 
olitical Economy”. He recognized that all economies are political 
onomies and that the real national income is not as some today suggest, 
ivate enterprise income minus taxes, but a summation of collective and 
Jividual activity. It was not Adam Smith but his disciples who erred 
establishing separate schools of political science and of economics. 

Political economy is therefore concerned with the arrangements for 
functioning social organization. It is a secular, not a theological 
idy, and its truths are not eternal verities but pragmatic precepts for 
time being. Instead of approaching our problems as if our economy 
d to be all of one pattern, we should recognize its diversity. It is 
lly a going concern of many parts and functions. If we are to know 
lat to do to get the best out of each part, and how to do it, we must 
dy the function. The type of organization, the method and pro- 
ure are determined by the job to be done. Instead of attempting to 
ce all activity into a common mold, and to cry that one is either with 
or against us, we should be suspicious of cure-alls and all-inclusive 
trines, and seek to segregate our problems and to allow the technical 

economic facts to dictate the lines of action. Economic workability 
uld take precedent over systems, and adjustment to measurable 


lities over dogma. 
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Such a concept of strategy implies that for different orders 0¢ 
economic problems there are different levels of administrative policy; fog | 
different economic functions, different forms of economic organizationt 
The solution of some economic problems may require public monopolies’ 
of others, private competition ; of still others, public competition ; ana 
of yet others, public participation in management. On the one hand, i 
may be desirable to seek centralization; on the other decentralizatig 
Certain industries have characteristics which require administrative cot 
trol, while others respond to the direction of competition: In mam 
sectors one may plan for profits, because the profits system in that ber 
ticular sector will get the function best performed. 

There is a whole hierarchy of methods by which production ds 
be organized. But before determining the method most suitable fom: 
any particular function, we need to know the structure of our presen; 
economy, the characteristics of its various sectors, the patterns of it! 
production and consumption flows, and the strategic points at whick 
control is exercised. Only i in this way can we clarify issues and develop , 
an over-all point of view. Attempts to deal with particular problem 
solely from the viewpoint of special interests, without seeking to uniftp 
or examine them from the point of view of the totality of relationship: 1 
involved, produce not programs but only schemes. If we are to discove: 
what constitutes the more effective organization of our resources, we 
must be able to suggest at what points modifications in the structure are 
necessary, what coherent and consistent policies are required, and how 
policy may be implemented. it 


3. Planning Capital Investment. 


Many view government stimulation of capital investment as 
temporary means of supplementing private investment. "The wisdom b 
this attitude may be questioned. In the first place, it denies the reality 
of world-wide trends. And secondly, it seems that the economic effectiver 
ness of public expenditures i is increased as public investment is considere 
a permanent, continuing activity. : i 

a. Public Investment.—The growth of public participation in economia) 
enterprise is an accepted characteristic of the last decade. However, thiif 
expansion is believed by many students to be but the acceleration of a tren 
begun many years ago. As indicated above, private and public enterprise 
are not mutually exclusive, but together they contribute our national sur 
of economic enterprise. ‘The more quickly it is generally understooc 
that public enterprise is an inherent part of our national life, the mor 
quickly we will be in a position to improve the effectiveness of that part. 

Because of its very nature, capital investment should be approache 
as a continuous, not a temporary, process. The attitude of mind of those 
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who have the function of directing investment should be that of lasting, 
ot momentary, responsibility. It takes time to decide what shall be 
done, where and for what purpose an investment shall be made; it takes 
ime to prepare specifications, make arrangements, and complete con- 
struction ; and it takes time to utilize the investment. This latter aspect 
s of Erecial importance. ‘Too frequently investment is considered com- 
pleted with the end of the construction period, whereas, in reality, this 
but marks the beginning of the real time-consuming function, namely 
pperation. ‘The very term investment implies a future usefulness. To 
undertake construction without preparing for operation is to ignore the 
real wealth-creating phase of the investment process. For this reason, 
bur reckoning must be not in periods of weeks, or months, but in - 
years. Capital investment is, therefore, planning of a high order. 

= I his planning begins with the establishment of the machinery for 
nitiating activity. Workable plans are not born ready-made, nor do they 
prow like Topsy; their formulation is a product of an organized 
mechanism. ‘This mechanism for vitalizing the planning process operates 
yn three interconnected planes or stages: (1) the formulation of policy, 
(2) the preparation of specifications or blueprints, and (3) the provision 
of facilities for execution. 

It is on the plane of policy formulation that some of the most 
lifficult and controversial questions arise. Here the basic foundation 
md framework of design are sketched. Decisions have to be reached 
s regard the purpose and amount of investment, where and when it shall 
ye made, and how it shall be financed and controlled. The problem of 
location alone has its many aspects. If government is to make capital 
mvestments, decision must first be made as to what fields of economic 
nterprise government shall enter. For example, consider the electric 
ower industry. Some of the policy questions that arise are: 


1. Should government enter the field of electric power? 

2. If so, what stages of industry should it enter? Generation, 
transmission, and distribution; or just generation; or gen- 
eration and transmission? 

3. Should there be a nation-wide monopoly, or monopoly only 
in limited areas, or competition? 

4. Should ownership and management be vested in the Federal 
Government, or local governments; or should some combi- 
nation of Federal generation and transmission and local 
distribution be adopted ? 

5. Should service be at cost to all classes of customers, or should 
certain classes be subsidized—as the farmers; or should a 
profit be sought which could be used to pay for other non- 
revenue producing works? 


144 GOVERNMENT PARTICIPATION 


After the fields of enterprise in which government decides to maki 
investments have been determined, the next step is one of allocatinm 
funds between different fields. What are the alternative costs an 
benefits? What proportion of revenue to non-revenue producing activi 
ties should be undertaken? What changes in these proportions shoul 
be budgeted over the future? The problem of budgeting is but o 
aspect of the element of timing as regards not only changes in the tota§ 
funds to be invested, but also changes in the composition of the total. 

Problems of financial and accounting policies arise. Should t 
government seek to invest all private savings which cannot find an outle 
in private investment? ‘To what extent should taxes and future incommpe 
be discounted through borrowing? It may be that increased public invess 
ment requires a new order of public financing. Government now secureg® 
funds in part by floating fixed interest-bearing bonds, on which payment 
of interest and principal must be met irrespective of the success of thi 
specific undertaking. If government operates economic enterprises, som 
losses must be anticipated. ‘Today “‘the State is a bad loser in the sens 
that its capacity to cut its losses is usually much lower than that c@ 
private enterprise. State enterprises when unsuccessful are politicalll} 
hard to liquidate. If the enterprise is stopped when failure is apparer® 
there would remain a debt to meet. ‘This unhappy prospect deters 
firm and prompt withdrawal, and so allows the experiment to be con 
tinued in spite of accumulative losses. The net result is a greate 
burden of debt and the discrediting of State enterprise.”? As matter 
now stand, the only way government can write off losses is throug 
national bankruptcy. It may be that public corporations with forms ¢ 
limited-dividend equity securities should be considered. A policy ¢ 
always allocating losses to the public treasury is not social pragmatism. 

The problems mentioned here are but a few of those requirim 
planning on the plane of policy. After it is decided where and ho 
much public investment shall be undertaken, it is necessary to prepan 
detailed plans, the specification and blueprints of construction ar 
expenditure. Engineering, social and economic surveys must be mad 
sources of supply checked, and cost estimates and contracts prepared. 1} 
is here, for example, that a policy of flood control is transformed int: 
dams and reservoirs, reforestation areas and levees. * 

The third plane of planning public investment is the manageria 
one of execution. It, of course, is divided into construction and operz 
tion. Men and materials must be assembled, the order of wort 
scheduled, and responsibilities delegated and coordinated. After cori 
struction is completed, the continuous planning of operations must bi 


1The State and the Entrepreneur, Harvard Tercenten 
Copeland, University of Melbourne, Australia. oT ee >? 
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idertaken in order that the projects may perform the functions for which 
ley were intended, subject to modifications with changing conditions. 

_ These planes of public investment planning—policy, specifications, 
id execution—are essentially distinct functions which must be under- 
ken if investment is to be purposeful and productive, but they must 
ot be considered as highly departmentalized, segregated activities. 
or do their relationships represent a straight causal flow from formula- 
on of policy to execution. In reality, the points of interdependency 
e many, and effective integration requires a two-way, reciprocating 
ow of information and activity. Sound policies cannot be formed 
ithout’an accumulating upward flow of research findings, survey data, 
berating reports; and on the other hand, execution cannot proceed 
ithout clear understanding as to policy and program. ‘This constant 
oss-checking between all interdependent elements produces unity and 
ves direction to activity. It is the result of no one individual’s effort 
it represents a composite of coordinated activities. Not one mind, 
it, as H. S. Person has said, “an institutional mind which has its power 
perception (investigation, research), of memory (records), of reasoning 
analysis), and of design (planning).”’ 

b. Government and Private Investment.—The maintenance of 
ivate enterprise requires private investment. It seems that the attitude 
‘government toward private investment should be neither paternalistic 
9r threatening. If private enterprise is to remain private, it cannot 
pect government to bear the economic risks through subsidies and the 
stowal of privileges, nor can government expect private enterprise to 
sume risks if government does not announce its policies so individual 
dgments may be made as to the nature and extent of risks. It is not 
much the fact that the “rules of the game’’ may be changed that 
uses uncertainty, but that they may be changed without notice. Hence 
e importance of planning and clarifying public policies regarding the 
tors of economic enterprise in which public investment may be made. 

Even in those sectors where public competition seems desirable, 
at competition may be conducted under policies which do not cause 
stoppage of private investment. For example, it is well-known that 
jout one-third of the developed power resources of Sweden are owned 
d operated by the state, yet private power companies continue to 
est in facilities. But the policy of the state is clearly defined and 
unciated. 

The underlying power policy of Sweden is that electric power 
nstitutes one of the basic necessities of modern life. The state, 
refore, seeks to obtain for the people adequate supplies of power 
low rates. It is the duty and function of the state to keep constant 
vilance, to see that areas supplied by private and municipal companies 


146 GOVERNMENT PARTICIPATION 


are serviced at reasonable costs and rates, to eliminate middlemen, t 
render competition where conditions are unreasonable, and to provic 
power to areas that the private companies do not supply. The stati 
does not interfere where the private industry is operating at rat¢ 
approximating what the state would charge. Where rates or servicep) 
are inadequate, the state first seeks by negotiation to see if the privat} 
or municipal company is willing to reconsider. If not, the state ac 
promptly and immediately, for it has the right, the facilities, and tk 
personnel. Both private and public officials know their terms of referena 
and are prepared to act accordingly. ; 
In like manner, we should not permit a feeling of hostility t¥ 
“bigness” to befog the fact that large-scale organizations of men a 
materials are technically necessary for many phases of our moder 
industrial life. Technical efficiency in the performance of certain ece 
nomic functions is in itself neither ethically good nor bad; it is the mer 
statement of the fact that if we want automobiles and railroads, radios anne 
refrigerators, we must have administrative organizations. 
None of the problems attending public and private investment an 
insurmountable. We all want to see the flow of investment revitalized¢ 
we want to see expenditures become productive. But we are reluctar 
to admit that these ends require objective, functional planning by bot 
government and business. In large part, our difficulties arise becaua 
we fail to take the first step in planning, namely, to analyze our situatio 
and to formulate our problems. Only when we recognize frankly tha 
the tone and tempo of our time are no longer keyed to an economy ¢ 
atomistic individuals, but to an economy of organizations, shall we kt 
seeking solutions on a plane commensurate with our problems. ¥V 
must pass out of the period of simple solutions, of panaceas, and atta 
our problems on a broad front. By constant cross-checking betweed 
new facts and new hypotheses, we can formulate workable, unified, ye 
pragmatic policies. . 
The planning of capital investment is the very nucleus of all effort 
to make our society operate productively. It is necessary to maintai 
our economy as a going concern. Under this compulsion, governmen 
participation in economic enterprise is increasing. This participat 
will become more rational, and less arbitrary, as we abandon old, absolu 
conceptions and acknowledge the need for new attitudes, new techniq e: 
Both government and business will be encouraged thereby to do tht 
long-range thinking that must go with the long-range planning 
modern economy requires. 
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SPA’s Committees 
At the present time three com- 


uittees are operating under the 
ponsorship of the Association. _ 
I. A Committee on Population 
olicy and Social Planning was or- 
anized in Washington in January 
nder the chairmanship of Frank 
primer. Dr. Lorimer, who is 
ecretary of the Population Asso- 
ation of America, recently served 
Director of the technical staff 
the Natural Resources Commit- 
e’s study of population problems. 
resent at meetings thus far held 
ave been Harold Dorn, Clyde V. 
iser, Frank W. Notestein, Fred- 
ick Osborn, Frederick Stephan, 
mrad Taeuber, Warren S. 
ompson, Rupert B. Vance, Dor- 
hy Wiehl, and Caroline Zachry. 
sisting the Chairman in a staff 
ipacity are George B. Galloway 
id James W. McNally in Wash- 
gton, and Louise V. Kennedy in 
ew York. 

The work of the Committee cen- 
rs around the preparation of a 
port setting forth a concise state- 
ent of (1) trends in population 
owth, differential reproduction, 
igration, composition and distri- 
tion; (2) the economic aspects 
these changes, as regards causes 
d effects; (3) medical and social 
ects, including nutrition, com- 
unity relations, family life and 
ucation; and (4) a summary 
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statement of principal policy alter- 
natives before the American people 
with regard to the redirection of 
population trends or adjustments 
to expected changes. 

Since the various members of 
this committee are geographically 
widely scattered, ranging from 
New York to Chapel Hill, N. C., 
and Oxford, Ohio, the technique 
of operation observed is one of 
group meetings, with individual 
consultation of staff members and 
committee members. Occasions 
such as the annual conferences of 
the Milbank Memorial Fund and 
the Population Association are 
being utilized to further personal 
contacts; these are being supple- 
mented, of course, by the formal 
meetings and by visits of the sec- 
retaries to committee members’ of- 
fices for technical advice and 
opinion. “This experiment in pro- 
cedure seems likely to develop a 
hitherto unexplored method of op- 
eration under the committee system. 

II. In March a Communications 
Group was formed to study the 
communications system of the 
United States, including radio 
broadcasting, telephone, telegraph 
and other wire services. The chair- 
man of the group is N. R. Dan- 
ielian, formerly with the Federal 
Communications Commission, and 
Cornelia B. Rose, Jr., is acting as 
secretary. 

The object of the Committee is 
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(1) to outline the requirements 
of a desirable communications pat- 
tern for the nation; (2) to examine 
the existing facilities for telephone, 
telegraph, teletype and radio com- 
munications and broadcasting, not- 
ing the service rendered, the rate 
levels and principles maintained, 
and the application of scientific 
progress in these lines both to in- 
creases in service facilities and re- 
duction of rates; and either (3) to 
suggest methods by which, under 
present control and management, 
trends toward desirable goals may 
be instituted or advanced ; or (4) to 
outline a practicable program for 
the control and direction of these 
services so as to assure increasing 
efficiency and availability to the 
general public. Because radio adds 
the question of content to the prob- 
lems of physical facilities presented 
by the other agencies of communi- 
cation, it was decided to handle the 
study in two parts and to begin 
with the more complex subject of 
radio broadcasting. 


III. The Committee on Control ¥ bis increased greatly during the pa 


of Business Cycles is conducted in 
New York with George Soule as 
Chairman, and in cooperation with 
the International Institute of So- 
cial Research. Frederick Pollock, 
director of the Institute, last Sum- 
mer authorized a preparatory study 
by members of his staff, and with 
the material thus prepared, and 
with the function of secretary per- 
formed by Institute staff members, 
the Committee has been meeting 
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regularly since last December. 
membership, located entirely 
New York, is drawn from the 
versities and research organizatid 
there, and from the business aq 
financial community. 
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Survey of Planning Course 
ESPA has for the past seve: 
months been carrying on a survw® 
of college and university cour: 
in planning, with emphasis on ech 
nomic and social planning, but wz 
physical and resources planning aly 
included. Inquiries have been a 
dressed to six hundred facul 
members in various departments 3 
more than three hundred institif 
tions of higher education. Repl 
have been received from more th: 
half the schools canvassed and t’ 
work of compiling the data is E 
ginning. Within the next ty 
months it is expected that the 
sults will be published and avas 
able for distribution. 
While it is evident that the nur 
ber of college courses in plannii 
five years, there has been no reliab 
indication of the nature or ran 
of the instruction given. And mos 
important, even the persons wh 
have had the initiative to launa 
and teach planning courses are fr 
quently unknown to their colleagu 
in the field. The ESPA survet 
while admittedly not exhaustivs 
does offer a step forward in d 
scribing what is being done ai 
who is doing it. ’ 


ALANNING is always focused 
at adjustment or action, 
and in more than nine 
5 cases out of ten, the ac- 
m not only contemplates but 
pcifically assumes the accom- 
hment of human adjustments. 
ial elements are therefore al- 
ys involved in planning, and still 
re important, they are involved 
every stage of planning. “They 
er the field of land planning 
t in the determination of ob- 
tives; second in the process of 
ulyzing present situations or 
ladjustments; and third in the 
templated processes and goals 
the adjustments. 
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Since social objectives are the 
ne criteria by which both mal- 
ustments and adjustments are 
asured,; all physical and eco- 
mic planning should be guided 
what the social factors dictate. 
accept this premise creates a 
y difficult situation because we 
yw less about the human than 
physical or economic factors 
olved and because it is much 
re difficult to assemble trust- 
thy information and_ reach 
id conclusions concerning them. 
e engineer assumes that he is 
king with fixed and easily dis- 


The Social Elements in Land Planning 
By 
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coverable and even measurable 
factors. [he economist is likely 
to assume much the same thing. 


~The sociologist, however, cannot 


operate upon any such assumption 
because he knows that human fac- 
tors are diverse, complex, change- 
able, and often not measurable. 
He knows that there is no one 
social situation or set of condi- 
tions which is equally acceptable 
to all people, and furthermore, 
that there is no one perfect blue- 
print for either individual or group 
life, and no one adaptation of man 
to land which is applicable in all 
places. It is the very essence of 
human existence and the joy of 
human living that both individ- 
uals and groups shall strive for 
different objectives and shall ob- 
tain those objectives in different 
ways. 

This does not mean that social 
planning is impossible, but does 
mean, as Under Secretary of Ag- 
riculture M. L. Wilson has said 
about land planning, “. . . such 
planning presupposes a sort of two 
column inventory, with land in one 
column described as to character, 
class, grade, and possible uses, and 
people in the other column with 
their several biological, economic, 
and cultural needs. Now the 
planners and the technical experts 
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move these two columns back and 
forth like a slide rule in order to 
get the highest standard of living 
for the people from the best uses 
of the land.” 

Unless due and detailed consid- 
eration is given in every specific 
situation to the social factors, the 
tacit assumption is almost certain 
to be that by discovering the cor- 
rect uses for the land and calcu- 
lating the efficient size of farms 
for such uses, human adjustments 
will automatically follow. This 
is not only an invalid assumption, 
but will almost certainly lead to 
the expenditure of elaborate funds 
to prescribe adjustments which 
will never take place simply be- 
cause engineering and economic 
objectives have been substituted 
for, rather than made to imple- 
ment, social objectives. 

In most of the so-called “bad 
land” area of the nation, the pop- 
ulation is in excess of the capacity 
of the land resources to support an 
adequate standard of living for 
the people dependent upon them. 
In many cases, however, these are 
the older settled areas of the na- 
tion where human relationships 
have been thoroughly institution- 
alized, where population mobility 
is low, where birth rates are high, 
and where the traditions and atti- 
tudes of the people are not only 
deep set but stubborn. No analy- 
sis of an area is therefore adequate 
which does not discover these facts, 
and no adjustments can or will be 
made which do not take them into 
consideration. If only engineer- 
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ple in other areas either dire 
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ing and economic efficiency « 
teria are used in land plannii 
not only will socially condition 
factors be overlooked, but thi 
automatically will be eliminad 
from consideration many act 
ties, zests, and values by whl 
thousands of persons habitua 
measure the objectives of thi 
lives. Neither the engineer iff 
the land planner, nor even the: 
ciologist, can or should attempt 
state the objectives to be accci 
plished in the area without giv: 
due consideration to the ways a 
values of life which the people: | 
the area themselves cherish. _ 
That is not to say, howev™ 
that the habits and attitudes . 
the people living in the area shouh 
be taken as the sole criteria 
which adjustments are o 
planned, especially if it is th 
habits and attitudes which ha 
destroyed the fertility of the lan 
denuded it of its soil-conserv¥ 
cover crops, and brought about d 
storms and floods which affect po 


or indirectly; or if they are 
stroying the land resources wha 
should be passed down as a hee 
tage to future generations; or 
because of tax delinquency, tH 
are failing to support their 7 
local public institutions and_ 

having to be subsidized habitua 
by county, state, or federal fun: 
Unless the people themselves ce 
be made aware of the results 
their habits and practices, and 1 ’ 
less there can be created in thal 
own minds a concern about the 
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atters, they will refuse to believe 
at any maladjustments exist. 
urthermore, once it has been de- 
mined what the correct adjust- 
ents are from the standpoint of 
mservation and utilization of the 
nd, it is not realistic thinking or 
lanning to imagine that the en- 
meer, economist, or sociologist 
ould by other than educational 
ethods attempt to change the 
andards of living and prescribe 
e social objectives for the people 
ho are to live in the area. To 
rote Under Secretary Wilson 
wce more, “In a democracy, the 
ocedure [referring to the devel- 
ment of changed attitudes] will 
as fast as education produces 
titudes of mind on the part of 
e public which will sanction the 
ograms of action which grow out 
land use planning.” 

If land planning is to be justi- 
.d by social objectives, as it ha- 
tually is, then the land planner 
ust look to the people in the 
‘ea to decide what social ob- 
tives they desire, and must con- 
1e himself as a technical land 
pert to revealing to them how 
rtain types of land use will assist 
em in obtaining those objectives 
id how certain others will thwart 
em. If he goes beyond this 
vice, he is attempting to change 
eir social objectives and thereby, 
implication, asserting that he 
s a right to prescribe the zests 
d values of the culture which 
e people should have. This is 
precarious occupation and one 
ich even the sociologist should 
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be slow to follow. It is based 
upon the assumption, the validity 
of which we have already ques- 
tioned, that some one other than 
the people themselves can or should 
determine their social objectives. 


Rie 


When it comes to the second 
stage of planning, that of analyzing 
maladjustments, again social cri- 
teria and social knowledge are es- 
sential. They are essential first, 
to determine that the maladjust- 
ment exists, and second, to deter- 
mine the social or cultural causes 
and effects of maladjustments. 
The land planner is perfectly justi- 
fied in assuming that he can dis- 
cover, in exact and quantitative 
terms, the extent of the land use 
maladjustments. Further analysis, 
however, is necessary to be sure 
that social .maladjustment exists, 
and the presence of social mal- 
adjustment can be determined only 
by sociological analysis. This 
should be an analysis of the pop- 
ulation itself, of the institutions 
and associations of the people, of 
their material standards of living, 
and even of their attitudes, senti- 
ments, and opinions about the type 
of life they are living and desire 
to live. It will not do to assume 
that urban institutions and stand- 
ards of living, or even the standards 
of living of families on the better 
lands of the nation, are necessarily 
the things which these people desire 
or should have. In the social sta- 
bility of many of the people living 
on the so-called poor lands, there 
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is the possible suggestion that they 
do not desire change, and this is 
a fact to be reckoned with. 

This suggestion should neither 
be totally disregarded nor neces- 
sarily completely followed. If the 
social analysis shows that the sick- 
ness and death rates in the area 
are exceedingly high, that illiteracy 
is widespread, and that institu- 
tional life is either lacking or has 
to be supported by funds from out- 
side sources, then society has the 
right to insist that the maladjust- 
ment shall be corrected, even 
though it is not recognized as a 
maladjustment by the local people. 
If, however, none of these things 
is true, it will probably be just as 
well for the planner to assume that 
no set of social adjustments which 
he might propose would be superior 
to those which the people have 
already made, even though they do 
not conform to his expert idea of 
correct land use or size of farms. 

When it comes to analyzing the 
causes of maladjustment, it will be 
found just as often that social and 
cultural factors have caused the 
land use maladjustments as it will 
be found that the land use prac- 
tices have caused social maladjust- 
ments. A detailed study of social 
and cultural facts and trends is 
therefore a necessary part of the 
analysis of the situation in hand. 
Furthermore, since these social or 
cultural trends are partly psycho- 
logical, there is no way that the 
land planner or anyone else can, 
by simply riding along the road, 
discover them. As a matter of 
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fact, he can come much nearer 
analyzing the land by such “hors 
back methods” than he can ee 
to analyzing the social and pss 
chological factors. And since 
knowledge of these factors is e@ 
sential to understanding the mai 
adjustment, there is no alternatinp 
to studying them in detail. : 


III. 


In the stage of planning in whid 
the adjustment is actually a 
tempted, the value of social anal: 
sis becomes even more imperativ 
and more evident, for it is he 
that it must be definitely assume@ 
that the people on the land wiR 
cooperate in making the adjuss 
ment. If this is not the assumpp 
tion, then it must be assumed tha 
the adjustment can be made with 
out their cooperation or even if 
spite of them. In the case c@ 
extreme catastrophes, compulsiod 
may be justified. The right c@ 
public condemnation is often use 
where the objective to be gain 
is of outstanding public value an 
where public sanction can by an 
large be taken for granted. Sucre 
is seldom the case, however, in lan 
planning, for individual ownershi 
and occupancy are involved, an 
in most cases, it is known the 
population with a vested interest 
both economic and _ psychological 
is a stubborn fact to deal with. — 

It is in this third stage tha 
planning and action approximatt 
identity, and that the practicability 
and effectiveness of planning | 
put to test. It is almost trite 
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y that a plan that has no possi- 
lity of being carried to fruition 
‘scarcely a plan at all. The final 
st is, therefore, can the adjust- 
ent be made or at least ap- 
oximated? Unless it is to be 
complished by edict, it will have 
be accepted, and in fact accom- 
ished, by the people living on the 
d who are involved in its ac- 
mplishment. It is at this point 
at the need for detailed knowl- 
ge of the people and their social 
rangements and ways of thinking 
comes evident. Nor is it prac- 
able or feasible to wait until 
is stage in planning has arrived 
fore the social analysis is made. 
h an analysis requires time and 
fort and is difficult to make. It 
uld, therefore, have been in 
gress all during the time when 
land and economic analyses 
re being prosecuted. 
This point is of importance for 
ee reasons: first, because by 
rying the sociological and psy- 
ological analysis forward in the 
ly stages of planning, the ob- 
tives of the plan itself will have 
nm modified by the sociological 
1 psychological facts discovered 
the beginning; second, because 
takes time to make the social 
alysis, and the sociological and 
chological facts will not be at 
d for due consideration when 
activity stage is reached if the 
ess of analysis has not been 
operation all during the time 
en other analyses were being 
de; and third, probably most 
ortant of all, because the socio- 
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logical and psychological analyses 
cannot be made without the co- 
operation of the people living on 
the land. It is not, therefore, a 
digression to discuss the part which 
the people living on the land in- 
evitably should and automatically 
will have in accomplishing the land 
use adjustment plan. 

If the people living in the area 
under consideration are aware of 
a maladjustment, they will be able 
to reveal not only many facts con- 
cerning the effects of it, but will 
undoubtedly contribute substan- 
tially to an analysis of its causes 
and the planner will in many, if 
not in most, cases be surprised to 
learn from the persons living there 
many explanations, indeed often 
real causes, for practices which 
prevail in the area, the practical 
justifications for which he would 
never have discovered without their 
assistance. After having discov- 
ered these justifications, the plan- 
ner may not be convinced that 
the practice is correct, but he will 
certainly know what the persons 
who will have to make the adjust- 
ments think about the situation, 
and will undoubtedly be convinced 
that the changing of these local 
attitudes is a definite part of the 
adjustment process. 

If the local people are not aware 
of the existence of the maladjust- 
ment, or if they believe that the 
conditions which prevail are not 
in maladjustment, it can be taken 
for granted that they will offer 
many obstacles to the attempted 
change. In either case, there is 
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no escape from asking them to 
assist in the analysis of the situa- 
tion. This is another way of say- 
ing that effective planning cannot 
be done in the stratosphere, but 
must be done at the grass roots, 
and part of the grass roots in this 
case is the people who live on the 
land. The point is not that the 
people are, or even may be, right 
or justified from a scientific view- 
point in their practices and atti- 
tudes, but that planning which 
disregards their attitudes, opinions, 
and convictions will be discov- 
ered to be futile planning when 
it arrives at the stage of actual 
adjustment. 


IV. 


If and when land planning has 
arrived at the stage of develop- 
ment which city planning has 
approximately attained, it can be 
done more mechanically and ob- 
jectively. Compulsory zoning, 
condemnation, and control by 
ordinance can to a considerable 
extent then be substituted for overt 
educational and cooperative tech- 
niques. ‘There are situations con- 
cerning which the public welfare 
may justify this type of procedure 
in relation to rural land planning, 
and it is more than likely that 
the development of public con- 
science about the causes of floods 
and dust storms and the necessity 
for conserving the land resources 
of the nation will gradually enlarge 
the number and scope of such sit- 
uations. At the present time, 
however, there is apparently no 
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intention or desire to confine la: 
planning to those areas whi 
have either suffered or caus: 
catastrophes. The normal la: 
planning situation has involved . 
it persons living on the land w 
have a right to be heard and w 
constitute dynamic parts of t 
problem with which the plan 
deals. 

The people themselves within t 
area are the controlling factors 
the situation in hand, and planni 
which fails to take this fact i 
consideration in postulating obje® 
tives, analyzing maladjustmen 
or attempting to accomplish | 
justments is little more than < 
academic pursuit. To know wh 
ought to be done with the lar 
or even for the people, is n 
enough ; to know what can be do 
with the land is imperative, an: 
what can be done with the lan 
will depend largely upon what 
be done through the medium + 
the people who now own it or. 
least live upon it and consider 
and everything concomitant to 
as a part of their daily lives. — 

Experts of course have the 
place in land planning. The ver 
concept of planning is predicate 
upon the roles which they mu: 
play. Someone with a compr 
hension of the forces which o 
erate over generations of time mu. 
bring to the people an unde 
standing of what has happened 1 
the land, what is happening, ar 
what should happen if the land 
to be put to its best adapted 1 
and if wastage and even catastro 
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. to be avoided. It is per- 


stly obvious. that the expert is. 


e only one who can put this 
mplicated blue print together, 
it should be equally obvious 
at those who operate the eco- 
mic enterprises on the land must 
try out the blue print. The 
ue is, how can the two work 
ther to accomplish and main- 
in the desired adjustment? 

‘The answer is that the expert 
ll make the analysis, but will 
sognize that while this is largely 
ask of science, it must be checked 
d adapted by the knowledge and 
perience of those living in the 
a. The expert will draw the 
per blue print for adjustments, 
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but will modify this blue print 
by. a knowledge of local attitudes, 
habits, and institutions. ‘The peo- 
ple in the area will carry out the 
adjustment according to the modi- 
fied blue print, which they will 
have helped to make, and which 
they are convinced is right and 
practicable. ‘Thus, and thus only, 
is planning converted into pro- 
grams of action. The two social 
factors in the process have been 
first, a knowledge of the social 
and psychological _ conditioning 
factors at work, and second, the 
active participation of the people 
themselves in both the analysis and 
the adjustment. 
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Institutional Adjustments 
By 
WALTER E. PACKARD 


eA UMAN institutions are de- 
signed to accommodate 
man to his environment. 
These institutions have 
varied from time to time and from 
region to region. They have been 
affected by conditions and by cir- 
cumstances, as well as by the de- 
velopment of new concepts of so- 
cial organization as experience was 
gained in the real of human rela- 
tionships. The influences at work 
are numerous and divergent. The 
ever present struggle of individ- 
uals for security and power, the 
insistent demands of mechanized 
and highly capitalized industry for 
stability and balance, and the grow- 
ing recognition that man is the 
object as well as the agent of pro- 
duction are positive forces which 
are in constant battle with the 
inertia of habit and custom, the 
prejudices of ignorance and the 
predatory actions of those who 
seek self-interest regardless of the 
destructive influences which their 
actions may exert. History, in the 
calm which time creates, records 
the triumphs of wise action or the 
chaos of error. 

The task of formulating these 
institutional devices for social in- 
tercourse has been a difficult one. 
Man has been handicapped by the 
necessity for action without full 
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knowledge of the world in whi: 
he lives and by the fact that 
has had to act in three capacities 
as producer, consumer, and plage 
ner—wherein his immediate selfi! 
interests have often conflicted wi 
his interests as a member of tlt 
social group. Under these conc 
tions, plans for action, quite natt 
rally, have been formulated ar 
administered by special interes 
seeking to establish policies to the 
liking. In the absence of a labor: 
tory technique, so useful in tk 
approach to problems in the phys: 
cal sciences, it has been neces 
to lean heavily upon traditio« 
which has supported privileges tha 
broader social policies do not co 
done. Throughout history, violer 
upheavals have accompanied thi 
efforts of unorganized and 


less oppressive and more socialize¢ 
systems for those institutions whic 
special interests have establishec 
A useless waste of natural and 
human resources is the social pr 
that has been paid for the ur 
bridled speculative exploitation o 
competitive individualism. Th? 
social costs have, too often, beer 
out of proportion to the returns. 

It required the turmoil of the 
industrial revolution to give an i 
petus to thinking in econo 
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rms. ‘Theories concerning sup- 
y and demand, production and 
stribution, division of labor, 
ilue and price, and the relation 
capital to land and labor, became 
atters of public discussion during 
at period, in attempts to explain 
e maladjustments which the ini- 
al introduction of the machine 
eated. The discovery of the 
ew World, continually expanding 
dustrial frontiers, and the grow- 
g demands of a rapidly increasing 
pulation, afforded a wide scope 
individual activity for a while 
id lessened the necessity for im- 
ediate adjustments to the long 
ne requirements of new _ tech- 
ques. The slowing down of ex- 
msion activities, accompanied by 
owing unemployment, however, 
s again forced economic consid- 
ations into the foreground. 


i 


The present trend is toward a 
cognition of the mutuality of 
nsumer interests. As producers, 
> have been individualistic, com- 
titive and predatory, because 
ch man’s position and power 
ve depended, in large part, upon 
s ability to acquire wealth for 
mself in a world in which crude 
oduction techniques did not pro- 
Je enough for all. ‘The develop- 
nt of new sources of energy, and 
mechanisms to put that energy 
work, has changed the supply 
d demand situation. While 
w techniques have increased 
in’s capacity to produce, they 
ve in turn emphasized his in- 


terdependence in a social order 
requiring division of labor and the 
development of association in pro- 
duction and distribution. Society 
is becoming increasingly aware of 
its identity as an economic unit 
interested in securing goods and 
services. Man, as a consuming 
member of this society, finds that 
his interests are in harmony’ be- 
cause all desire an ample supply of 
goods and services at low prices. 
This mutuality of interest has 
manifested itself in many ways. 
The public, as consumers, became 
concerned over the waste of timber 
resources when Theodore Roose- 
velt dramatized the destructive ex- 
ploitation of forest lands a gen- 
eration ago. As a result, the 
Forest Service was organized and 
a public program of ownership and 
control of forest lands was ini- 
tiated. The people of the nation 
have become increasingly con- 
cerned, more recently, over the 
waste of soil resources, and, 
through education, control, and 
purchase, they are taking an active 
part in soil conservation. They are 
also concerned about price. The 
depression has aroused their inter- 
est in the balance of economic fac- 
tors. They have accepted the 
principles of collective bargaining 
and social security and have sup- 
ported conscious attempts at ad- 
justment that would have secured 
scant support ten years ago. 
There is a growing demand for 
public service. The idea of public 
ownership has been accepted al- 
most completely with regard to 
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roads, fire protection, schools, 
water systems, and similar services. 
In such cases the majority is in- 
terested in the lower prices of 
public ownership, which serve to 
distribute the income to owner- 
ship more widely. The consumer’s 
interest has, in general, prevailed 
over the interests of the minority, 
who, as investors in private enter- 
prise, are concerned with profits. 


The growing feeling of partner- 
ship in these enterprises is manifest 
in municipalities by such expres- 
sions as “our water system’, “our 
schools”, and “our fire depart- 
ment”. Government ownership, 
however, is still too far away to 
promote a general spirit of com- 
mon proprietorship. There is still 
too great a tendency to say “they” 

r “it” in reference to government. 

Programs in the interests of all 
have hard sledding wherever the 
general benefits are intangible and 
illusory, but chance for private 
profits immediate and real. On 
the other hand, where the ma- 
jority interest is obvious and con- 
crete, it is apt to prevail. 

Ideas regarding the _responsi- 
bility of society for individual 
members of the social group are 
undergoing a metamorphosis. The 
necessity for relief has forced the 
question into the open but the an- 
swer is still vague. No general 
policy, other than that no one 
should starve, has been accepted by 
the public. There are several al- 
ternatives. Much depends upon 
the policy that is finally adopted. 
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II. 


For the purposes of this analy: 
consumers can be divided into tha 
groups on the basis of their cc 
tribution to general economic y 
being. One group consists of tha 
who occupy a vital place in 
highly organized social and e 
nomic system. This group incluc 
employed workers and manage 
who perform services of variod 
kinds, owners of productive las 
or capital, and those who exercap 
control of business  enterpris 
through various legal devices. T 
second group consists of those wi 
are not producers but are dependes 
upon the first group for suppo: 
Included in this group are youuh 
people who are being trained 
take their place in production; o 
people who have contributed tha 
share and have retired; those wh 
have been disqualified because 
disability of one kind or anothe 
and those who are physically a 
mentally fit but are unable to fir 
work. There is a third group, 
commonly considered, which co: 
sists of those who are self supp or 
ing through direct contact wit 
land but do not supply any aa 
preciable volume of goods to | 
market. This group consists « 
subsistence farmers  occupyir 
small isolated holdings or living ¢ 
farms in areas where the soil 
poor, topography rough, or climat# 
conditions unfavorable. & 

There are many who would lik 
to transfer the unemployed, 
supported by relief, to small sub 
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tence farms, where they might 
e self-supporting after once be- 
oming established, but where liv- 
1g would be maintained on a 
bsistence level. “They would be 
dded to the existing group of sub- 
stence farmers whose situation 
aight be improved by a modest 
ousing program, by the bettering 
f public school facilities and by 
ne stimulation of community ac- 
vities which would tend to enrich 
leir experience and at the same 
ime add to their supply of house- 
old articles and clothing. It is 
sumed that the families on these 
rms would be able to raise 
‘large portion of their food re- 
irements, but that their cash re- 
rm would be small, too small to 
able them to buy freely of the 
uings which industry has to sell. 
‘hey would have to get along 
ithout modern conveniences and, 
r compensation, would have to 
ly upon the culture which they, 
nemselves, might create. Those 
ho favor such a program view 
as a realistic answer to a perplex- 
g problem for which they feel 
ere is no other practical solution. 
Those who oppose the establish- 
ent of subsistence farms believe 
lat unemployment and subsistence 
ing are but the dramatization 
| fundamental maladjustments 
hich can be solved only by a 
sitive attack upon the basic causes 
the trouble. They believe that 
tting families on farms would 
rve only to perpetuate poverty. 
he program would require a 
avy subsidy, for, obviously, the 


unemployed and the subsistence 
farmers who might be helped by 
such a program would have no 
money or credit with which to 
finance the purchase of land or the 
improvement of existing facilities. 
Such a subsidy might be justified 
if it solved the problem but ex- 
perience has amply demonstrated 
that those who are beneficiaries of 
federal aid will continue to seek 
aid so long as they are living under 
hard circumstances. If they, them- 
selves, choose to live under harsh 
conditions, they may accept their 
status with equanimity but, if the 
Government were to place them 
under such conditions, they would 
be almost certain to revolt. The 
establishment of good schools would 
tend to enhance this tendency, for 
the children of subsistence families 
would not care to accept subsis- 
tence standards. Many, of course, 
would migrate, especially where 
vocational training developed spe- 
cial skills that might be utilized 
elsewhere. 


LT: 


The situation calls for a com- 
plete reorientation of viewpoint. 
Economic thinking has always re- 
volved about man as a factor of 
production, an element of cost. 
Engineers have sought constantly, 
and rightly so, to reduce that cost, 
in part by increasing the efficiency 
of organization, but more largely 
by continuing to substitute non- 
human sources of energy for 
human labor. That is the course 
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of progress required by new tech- 
niques. As a result, the market 
places have been filled with low 
cost goods of all kinds and those 
who could buy have lived well. 
But there were millions who 
could not buy. Man as a con- 
sumer has been neglected. He is 
the object as well as agent of 
production and, as such, has not 
been given sufficient emphasis in 
economic planning. 

Fortunately, the remedy is a 
positive one. The standard of liv- 
ing of millions of people must be 
raised in order to create an outlet 
for the goods which can be pro- 
duced. Never, even in prosperous 
times, has any appreciable portion 
of our population approached a 
condition of satisfaction with re- 
gard to their wants. Seventy-one 
per cent of the families in the 
United States, in 1929, received 
less than $2,500 per year, which 
is the amount of money every fam- 
ily would have received had the 
national income been divided 
equally among the population. 
This amount, according to studies 
made by the Bureau of Home Eco- 
nomics of the U. S. Department 
of Agriculture, was not enough, 
at 1929 prices, to provide the ne- 
cessities and comforts requisite to 
a satisfactory standard of living. 
Less than 30 per cent of the fami- 
lies in the United States received 
as much as the average; nearly six 
million families received less than 
$1,000; while nearly one million 
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farm families received less tha 
$400.7 { 

Consumption, obviously, coulify 
be greatly increased if the low inf 
come group could buy what tha 
need. The millions who are livin 
in the squalor of our city slunm 
are not there by choice; neitha 
do the tenant farmers in the cotto¢ 
belt and elsewhere accept by choia 
conditions which are often wors 
than the squalor of the city slu 
Their wants constitute an ine? 
fectual type of demand, which, t 
be effective, must be translated int : 
buying power. This is, of course 
the crux of the problem. ; 

This mysterious thing called buy 
ing power is created as a result ¢ 
production of goods and service 
which have exchange value. 
goes to employed labor, to the ow 


to managers, and to others who ar: 
in position to get possession 
claims on the values created. I 

stitutional devices of various kine 
have been created to regulate tht 
distribution of this buying powez 


in a distribution of buying powes 
which does not permit those whi 
are concerned in production to “i 
chase all of the products which theg 
produce, except during periods og 
rapid expansion when surplus it int 
come and savings can be investe: 
profitably. t 

This lack of balance is due, iti 
part, to the fact that wages td 


1 Income and Economic Progress, b 
Harold G. Moulton, Brookings Ir 
tution, 


INSTITUTIONAL ADJUSTMENTS IN LAND PLANNING 161 


abor cease when the laborer dies, 
yhile the income to ownership per- 
ists after the death of the owner. 
he device of debt has carried this 
\tinuity of income to ownership 
till further by providing means 
hereby the income may continue 
ong after the life of the thing that 
s owned. ‘This continuity of in- 
ome to ownership, as contrasted 
» the definitely limited life of the 
acome to labor, will, quite ob- 
ously, create a concentration of 
acome in the hands of an owning 
roup. Such a result is inevitable. 
Yuring an expansion period such 
oNcentration is not a serious hand- 
ap because the surplus income 
an be profitably invested. When, 
Owever, expansion slows down, so 
hat the opportunities for invest- 
ent are not sufficient to absorb in- 
sstment funds, the income disap- 
ears, and, in its place appears the 
aradox of want and plenty, with 
le labor, idle land, and idle capi- 
1 on the one hand, and surplus 
ynsumers goods on the other. 

IV. 

A direct solution to this prob- 
m of concentration of income is 
rough public ownership of natu- 
| resources and public utilities 
id by cooperative ownership of 
ocessing plants. Such owner- 
ip would distribute income to 
illions of consumers through 
wer rates and prices. If the rail- 
ads, for example, were publicly 
yned, the bonded indebtedness 
ich is now a heavy burden on 
c could be retired over a period 


of years and rates reduced. Debt 
would be reduced in the process 
and insurance needs, now sup- 
ported largely by bonds and mort- 
gages, would have to be supported 
in other ways. 

Taxation is, of course, another 
method of distributing income. 
Surplus income can be secured for 
public use through this method of 
raising funds. Money so raised 
should be used for non self-liqui- 
dating ventures, or long range in- 
vestments which do not appeal to 
private investors because of the 
time element involved. 

The sale of public bonds affords 
another avenue for using current 
surplus income in long range in- 
vestments of a semi-self-liquidating 
nature. Such a method adds to 
the public debt but it adds, also, to 
public assets and, in the long run, 
the two will balance. 

The maldistribution of income is 
due in part to the fact that there 
is not a parity of income among 
wage workers in various industries. 
The situation has been improved in 
industry by collective bargaining, 
and in agriculture by the agricul- 
tural adjustment program, but 
there is still a wide divergence of 
income. Agriculture, as an in- 
dustry, does not receive its share 
of the total national dividend and 
the farmer’s buying power is there- 
fore curtailed. Within agricul- 
ture there is an even greater diver- 
gence. Eleven per cent of the 
farmers in the United States ac- 
count for 50 per cent of all of the 
commercial production. The lower 


162 


50 per cent of the farm group se- 
cures but 11 per cent of the total 
farm income.’ 

Those on relief, or those who 
produce so little that the value of 
their salable products is of no con- 
sequence, present a special prob- 
lem. ‘They are, of course, poten- 
tial consumers, and, in a sense, rep- 
resent an undeveloped market, but, 
if they are to buy, they must be in 
position to produce goods or serv- 
ices for exchange. The first group, 
previously mentioned, consisting of 
those who form a vital part of the 
existing system, must, likewise, pro- 
duce goods and services which can 
be exchanged for the new supply 
which the newly employed would 
produce. ‘The adjustment neces- 
sary to absorb this group would 
necessitate a general rise in the 
standard of living, since the com- 
bined elements would be producing 
more than is now produced. 

A back-to-the-land movement 
which integrates rural and urban 
civilizations by a greater centrali- 


2“The Margin of Economic Security 
for Farm Families,’’ by Louis H. Bean. 
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zation of the one, and a decentral 
zation of the other, would ha 
realistic value. The Greenbek® 
suburban developments and t 
farm communities recently estat 
lished in various parts of the count 
try are movements in this directions 
There is, perhaps, no sentime 
which is more universally cherishe¢ 
and none more real, yet more int 
tangible, than the emotional at 
tachments which cling to farmin. 
as a way of life. However, theq 
may seem more illusory than reag, 
to a distressed farmer whose meag, 
ger returns year after year deader 
hope. Insect pests, plant diseaseq. 
and drought may be the gifts og), 
nature which interpret its aspecd 
to him. Subsistence living lackit 
the background of wide interest} 
In a sense it requires the tempere ' 
wisdom of the scholar, with underg, 
standing and appreciation. Edu 
cation, if it is the right kind, wil} 
help, but, if it is the right kind, 19 
will also cause dissatisfaction and <f, 
desire on the part of the subsisten 

farmer to break away from th 
small spheres which form his world 


By 
im | 
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e Positive Agricultural Planning 


HE years since 1933 have 
witnessed a_ significant 
shift in emphasis in our 
national agricultural 

blicy, and the formulation of posi- 
€, aggressive programs directed 
ward the new objectives of policy: 
oduction control, better land use, 
nral welfare. It is the purpose 
pre to discuss the emergence of the 
bw relationship between the indi- 
dual farmer and government 
hich has resulted from the opera- 
on of these newer programs, and 
e€ importance for agricultural 
anning of the role which Govern- 
ent is now assuming as part man- 
rer of the nation’s farms. 


J: 


‘The principal earlier activities of 
e Department of Agriculture— 
search, inspection and grading, 
ucation, and the more important 
the pre-1933 agricultural credit 
ograms— were services which 
uld best be performed by Govern- 
ent. [hey were intended to point 
le way to better farming and mar- 
ting methods, and to introduce 
onomies of scale in the furnishing 
agricultural credit. “These were 
t significant encroachments upon 
at was essentially a policy of 
issez faire for agriculture. There 
as virtually no direct contact, 
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such as has since developed, be- 
tween Government agencies and 
the individual farmer. 

The establishment of the Fed- 
eral Farm Board marks the first 
significant attempt of the Gov- 
ernment to deal directly on a na- 
tional scale with the problem of 
agricultural price — stabilization. 
The Board operated largely by 
making commodity loans, and by 
engaging in market operations. It 
did not deal with the producers of 
commodities, but in the markets 
where these commodities were sold. 

The experience of the Farm 
Board is too widely known to bear 
repetition here. It became apparent, 
as redundant holdings of various 
commodities increased, that if 
prices and farm incomes were to 
be stabilized at desired levels, some 
form of concerted action with re- 
gard to total market offerings was 
required. This implied the subor- 
dination of individual freedom of 
action to the group interest. It was 
evident that the Government could 
not indefinitely continue to hold 
ever increasing stocks of commodi- 
ties. The alternatives were produc- 
tion restriction or the adoption of 
marketing quotas. The equitable 
operation of either of these alter- 
natives required participation by 
all members of the producing 
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groups affected. The experience 
of the previous decade had dem- 
onstrated, time and again, how in- 
dividual producers, by refusing to 
join cooperative marketing associa- 
tions, had been able selfishly to en- 
joy the higher returns resulting 
from cooperative effort without 
sharing in the sacrifices necessary 
to the establishment and operation 
of the cooperatives. In fact, the 
inability to gain a substantial de- 
gree of commodity-wide participa- 
tion was one of the principal fac- 
tors in vitiating many of the asso- 
ciations which were established in 
these years. Recognition of this 
fact lay behind the agitation, prior 
to 1933, for the enactment in cer- 


tain states of the so-called pro-rate 
bills. 


Il. 


With the advent of the new Ad- 
ministration in 1933, the Federal 
Farm Board was abandoned, but 
its broad objectives were amplified 
and retained as a part of Federal 
policy. The making of commodity 
and other types of loans to farmers’ 
cooperative associations was made 
one of the functions of the newly 
created Farm Credit Administra- 
tion. The Agricultural Adjust- 
ment Administration was estab- 
lished to deal with the problem of 
agricultural prices. Its attack dif- 
fered fundamentally from that of 
the Farm Board in that facilita- 
tion of the orderly marketing of 
commodities was recognized to be 
an inadequate measure in coping 
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with the problem of “surplus” pr 
duction. To get at the root of th 
problem, it was necessary to deg 
directly with the production « 
these commodities on the farm. [FP 
In 1933 and 1934, significang 
attempts to meet other agriculturm 
problems were begun. The Sc@ 
Erosion Service was established - 
the Department of the Interior an | 
the Rural Rehabilitation progra: 
was inaugurated by the Federz 
Emergency Relief Administration | 
Both of these programs are no 
being administered by the Depa 
ment of Agriculture. 
These three programs—the ob 
AAA, the Soil Erosion Servic 
and Rural Rehabilitation—ha 
widely divergent objectives. Y¢ 
each of them had a method of ope: 
ation differing in marked fashio¢ 
from the methods previously ent 
ployed by the Government. A 
three apparently found it neces 
sary to enter into direct contrac 
ual relationships with individu: 
farmers in order to obtain | thi 
kinds of farmer action they wer 
seeking. It was no longer possibl 
to rely upon the judgment ar 
preferences of individual farmer: 
Positive inducements of variou 
kinds were offered by the Gover 
ment to secure cooperation or “con 
pliance” with these programs. TI 
offering of inducements under thi 
AAA and Soil Erosion Service pre 
grams implied a conflict betwees 
the selfish and immediate in 
ests of the farmer in the conduc 
of his individual affairs, and eithe¢ 
group or public interest in the ope 
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nder the Rural Rehabilitation 
rogram credit and supervision was 
iven to farmers who could not 
ualify as commercial risks. Such 
sistance under this program was 
ven only to farmers who agreed 
operate their farms in accord- 
ce with an approved plan, and 
ho agreed to accept the supervi- 
ion of local Federal personnel. 


The rapidity with which these 
ograms were inaugurated upon a 
ition-wide scale is an indication 
f the extent and gravity of the 
nergency problems which re- 
uired immediate action. Largely 
scause of these pressing needs, the 
ost readily workable techniques, 
ose which promised to afford the 
ost widespread measures of re- 
f, were adopted in the beginning. 
hus, the AAA production control 
ogram operated in the beginning 
on the basis of payments for pro- 
ction cuts proportionate in each 
se to “base” or “historical’’ acre- 
e. This was admittedly not the 
yst desirable basis upon which to 
erate a restriction program, but 
had the great merit of ready 
orkability. 

Similarly the Rural Rehabilita- 
m program during the first year 
so of its operation assisted the 
ajority of clients under its care 
means of direct relief payments, 
rk relief, or single-purpose loans 
r emergency feed needs. Assis- 
ce in these forms was extended 
peditiously in meeting the press- 
g and immediate needs that ex- 


. of the agricultural economy. 
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isted among disadvantaged farm 
families. As time went on how- 
ever, more and more of the farm 
families obtaining aid under this 
program received comprehensive 
“standard” rehabilitation loans, 
which were made upon the basis of 
carefully worked out individual 
farm management plans. The pur- 
pose of this latter type of loan has 
been to assist the destitute farm 
families having sufficient mana- 
gerial ability and access to suff- 
cient productive land, who have 
been willing to accept close super- 
vision and guidance in their farm- 
ing operations, to improve their 
standard of living by the produc- 
tion on the farm of a larger pro- 
portion of the family living and by 
the increased production of crops 
for sale. At the present time the 
major emphasis of the Rural Re- 
habilitation program is upon this 
form of loan. Aside from its hu- 
manitarian aspects, this program 
has been justified as being less ex- 
pensive in the long run than a pro- 
gram of continuing relief, the neces- 
sity for which, it is hoped, will not 
recur among the “rehabilitated” 
families. 

The program of the Soil Erosion 
Service, later the Soil Conservation 
Service of the Department of Ag- 
riculture, has differed from the 
two which have just been discussed 
in that until recently its operations 
have been restricted in the main to 
“demonstration project areas” 
which have been established in va- 
rious parts of the country. These 
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demonstration project areas—usu- 
ally delineated by the natural boun- 
daries of small watersheds—were 
intended to illustrate to farmers in 
the surrounding areas the proper 
methods of controlling various 
types of soil erosion. 
assistance in the form of surveying 
and planning, relief or CCC labor, 
and the defraying of part or all of 
certain costs involved, was given to 
“cooperating” farmers in project 
demonstration areas. Twofold 
justification for such assistance was 
advanced—first, that in the begin- 
ning it would be difficult other- 
wise to get these farmers to recog- 
nize the desirability of undertaking 
recommended measures even when 
these measures were in their own 
long-time interest, and second, that 
there was an element of public in- 
terest in the adoption of the recom- 
mended erosion control measures 
which was not coincident with the 
interest of ownership. 


At the present time, the Soil 
Conservation Service is placing 
major emphasis upon securing adop- 
tion by the states of the standard 
state soil conservation districts 
law, and the organization of soil 
conservation districts pursuant to 
its provisions. However, under 
the provisions of the Soil Conserva- 
tion and Domestic Allotment Act 
of 1935, and under the provisions 
of the new act of 1938, the Agri- 
cultural Adjustment Administra- 
tion has been and will continue 
operating not only with the pur- 
pose of controlling production, but 
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also with the purpose of stimul: 
ing the even wider adoption 
sound soil conservation practic 
Its operations have been less inte 
sive but more all embracing th 
those of the Soil Conservation S¢é 
vice. But, as with its crop restr 
tion campaigns prior to the inva 
dation of the Agricultural Adju: 
ment Act of 1933, it has subs 
quently continued to secure compy 
ance by offering cash payments 
“cooperating” farmers. 
It seems most probable that ti 
effectuation of Government agy 
cultural policy in the future w 
require the continued use of agre 
ments with individual farm oper# 
tors providing for the perforr™ 
ance of specified acts by the farm« 
in return for a loan, a cash pam! 
ment, or other aid from the Go: 
ernment. Some measure of con 
trol can be attained by the imps 
sition of penalties, but these a 
usually more useful in preventir 
the performance of certain acd 
than in encouraging the adoptiad 
of others. Furthermore, the 
position of penalties upon a widd 
spread scale is less popular wit! 
the farmers, and is not likely in th 
near future to enjoy the same fave 
with farm groups, legislators, 
administrators as cash payments 
conditional loans. ? 
III. | 
If the Government is to assum 
more or less permanently, the roll 
of part-manager in the operation o 
the nation’s farms, it is importa 
to consider how this role may bt 
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lost effectively taken. Until re- 
ently, the agencies mentioned 
bove have been operating more or 
ess independently of each other, 
ach pursuing its own objective. 
oreover, the Farm Credit Ad- 
inistration, which has assumed 
reater and greater importance as 
source of agricultural credit in 
he years since 1933, has been ad- 
ainistratively independent of the 
epartment of Agriculture. 
The independent, uncoordinated 
peration of these agencies may 
ave been desirable in the interest 
f obtaining effective, immediate 
ction. In operation, however, this 
eant that each of these agencies 
id stress upon some particular 
hase of the farm business. In the 
ain, the Farm Credit Administra- 
on has stressed solvency, and has 
pplied credit to any one able to 
aeet its security requirements, 
ithout further regard to the acre- 
e or kinds of crops to be pro- 
ced, or the farming methods to 
e employed. In the early days, 
le Agricultural Adjustment Ad- 
linistration placed its emphasis 
on acreage reduction alone, the 
il Erosion Service upon the adop- 
n of erosion control practices, 
id the Rural Rehabilitation pro- 
am upon raising the incomes of 
w income farm families by the 
igorous encouragement of better 
rm management practices. It is 
ident that the attainment of some 
these objectives could conflict 
ith the attainment of others. It 
probable that the extent.of such 
nflicts has been minimized in the 
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operation of these programs by the 
cooperation of local personnel rep- 
resenting the various agencies. And 
yet it is not difficult to imagine 
that credit has been made available 
to at least some farmers who have 
not cooperated with the production 
control programs, and to a large 
number who have used their soil 
resources wastefully. 

The need for coordination of 
farm credit programs and national 
land use policies had been recog- 
nized prior to 1933. Growing 
recognition of this need has come 
with the subsequent development 
of the action programs of the De- 
partment of Agriculture and the 
increasing importance of the Farm 
Credit Administration. Since 1933 
the desirability of closer coordina- 
tion of the programs of the bu- 
reaus and administrations within 
the Department of Agriculture 
has similarly become apparent. A 
year ago the Secretary of Agricul- 
ture appointed a committee to con- 
sider various aspects of the prob- 
lem, and to make recommendations 
for the promotion of more effec- 
tive interbureau operation. Much 
has been accomplished by this com- 
mittee in the elimination of con- 
flicts in policy, duplication of ef- 
fort and function, and in other 
directions. 

As a beginning in the right di- 
rection, the work of the Secre- 
tary’s committee during the past 
year merits approval and further 
support. To be completely ef- 
fective, however, coordination of 
agricultural programs needs to be 
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placed upon an interdepartmental 
basis, and extended to the lower 
administrative levels—the regional, 
state and county offices. That the 
Department of Agriculture is 
aware of the need for expansion of 
the scope of coordination activities 
in these directions is indicated by 
the discussions which are being 
held by members of the Secretary’s 
Committee with representatives of 
the Farm Credit Administration, 
and by recent steps which have 
been taken in the direction of coord- 
ination of Departmental activities 
in the field. 

The establishment of a_ close 
working relationship between the 
various agencies of the Department 
of Agriculture and Farm Credit 
Administration offices is probably 
the most important single step 
which should next be taken. This 
would not necessitate the relaxation 
of whatever security requirements 
the Farm Credit Administration 
may consider proper and desirable, 
but it would require the Farm 
Credit Administration’s acceptance 
of the principle that credit should 
not be extended to those likely to 
use it in a manner contrary to 
group or public interest. 

The appointment a year ago of 
a special coordinator representing 
the office of the Secretary of Agri- 
culture in the Southern Great 
Plains, and, more recently, of a 
similar official for the Northern 
Great Plains, has aroused much 
interest. These actions, with the 
more recent report and recommen- 
dations of the Federal-State Rela- 
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tions Committee of the Departme 
of Agriculture, indicate the De 
partment’s interest in coordinationp 


in the field. ! 
IV. 


- 

It is too early to foresee clearl: 
how the coordination movemenp 
will ultimately affect the direc 
relationships of the Governme 
agencies with the  individua 
farmer. Many suggestions hav 
been advanced which must awaiip. 
further administrative develoy 
ments before their adoption can big” 
seriously considered. One interg: 
esting possibility lies in the furtheg 
development of “multi-purpose 
Government credits. Some progg 
ress has been made in this direction | 
already. Thus, AAA payments i 
the most recent years have beer# 
made with the two-fold purpose o« 
encouraging soil conservation ana 
controlling the production of cen# 
tain crops. Rural Rehabilitatio: 
loans are being made upon the bar 
of more and more comprehensivy 
and carefully worked out farm 
management plans. In its proj 
demonstration areas, the Soil Cor 
servation Service has stressed farr 
planning to attain the highes 
income consistent with  erosio 
control. 

In areas where major land us 
adjustments are needed, it is pos! 
sible that “multi-purpose” credits 
embracing long and short terri 
credit needs for farm managemer 
reorganization, and payments f 
soil conservation, production 
justment and other objectives 
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> extended under a unified or 
losely coordinated program. Ina 
emorandum on “Capital and 
-redit”’ which was appended to the 
eport of the Great Plains Com- 
littee, a suggestion along these 
ines is seriously advanced. It is 
robable that in the beginning “con- 
itional credits” of this nature will 
e found to be most applicable in 
istressed areas like the Great 
lains, where lack of other credit 
acilities and the genuine desire for 
onomic adjustment will result in 
adier acceptance of a much 
reater degree of Government par- 
cipation in over-all land use plan- 
ing and in individual farm 
janagement. 


Conditional credit covering many 
ifferent aspects of the operation of 
e farm, instead of only one or a 
w as at present, can be much more 
ective as a means of attaining 
cial objectives. The difficulties 
1 the way of establishing an effec- 
ve and administratively feasible 
ified program operating on a 
asis such as this are great, first be- 
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cause differing regional and local 
conditions make it necessary for 
any such program to be flexible 
enough to operate under varying 
circumstances while retaining its 
essential meaning and significance, 
and second because the type of plan- 
ning required by such a program 
would be of a much higher and 
more involved order than the type 
of planning behind most of our 
present agency programs, which 
usually place their emphasis upon 
an “attack”? upon some central 
“problem.” But if the extent of 
control over agricultural produc- 
tion, land use, and land tenure is 
to be increased in future years, if 
Government policy is to be still 
further and more precisely de- 
veloped, it is not unlikely that the 
beginnings which are now being 
made in the direction of coordina- 
tion may turn in the direction of 
the establishment for the farmer of 
a centralized, all embracing point 
of contact with the Department of 
Agriculture, and possibly with the 
Government’s credit agencies as 
well. 


Coordinating Land-Use Programs 
By 
M. S. EISENHOWER 


URING the past five years 
the United States De- 
partment of Agriculture 
virtually has become a 
new institution with far-reaching 
responsibilities and functions it did 
not possess prior to 1933. Many 
new programs have been developed. 
These are administered partly by 
new branches of the Department 
created specially for the purpose, 
and partly by older branches. 

Prior to 1933 the Department 
was concerned mainly with re- 
search, education, administration 
of regulatory laws, road building, 
and administration of certain pub- 
lic lands. Now it is concerned also 
with new action programs, most of 
which provide for payments, grants, 
or other assistance to farmers on 
condition that farmers do various 
things. This has called for coop- 
eration among farmers themselves. 
It has required cooperative action 
by Federal, State, and local agen- 
cies. And it has necessitated new 
methods of administration and co- 
ordination within the Department. 

The Department, of course, has 
always found it necessary to pro- 
vide for coordination of bureau ac- 
tivities, both within the Depart- 
ment and with related State ac- 
tivities. But the new functions 
and responsibilities called for ad- 


ditional coordinating facilities inf 
developing and carrying forwar 
an integrated program directed tod 
ward putting land to its best use. 
Now, coordination means diff 
ferent things to different people 
It may imply centralized directiong 
to some. I use the term to describi 
all methods—mostly cooperativ 
and educational in nature—whic 
help the land-use programs wor 
harmoniously toward well-defined 
objectives. 
I. Objectives 

The broad unifying objectives 
of the Department are: 
Stability of farm prices, income 
and a_ proper rural-urba 
balance; i 
Stability of basic resources: coi 
servation of soil, moisture, ana 
fertility; flood control; com 
servation of forests, range 

and wildlife; ‘ 
Security of tenure: a higher per 
centage of farmers ownins 
their own land, and a bettes 
tenure system for those wh 
continue as tenants; 4 
Stability and efficiency of farn 
production ; 3 
Higher standards of rural li 


munities, governments and re 
gions through better land use 
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~The different branches of the De- 
artment of Agricuiture contribute 
ibstantially toward the achieve- 
jent of these objectives. The pro- 
en of one agency works for a 
mservational type of farming and 
ice and income stability. An- 
‘her helps farmers control erosion. 
ill another aids in putting land 
its best use by promoting farm 
restry, developing and managing 
iblic forest and range lands, and 
omoting the proper use of private 
rest and range lands. Another 
Ips by retiring submarginal land 
d then using the land to stabil- 
the agriculture in a given area 
region. And _ still another, 
rough rehabilitation loans based 
farm management plans, helps 
derprivileged farmers work to- 
rd a self-supporting basis. 

‘The activities of none of these 
encies can be considered apart 
om those of other agencies. All 
interdependent. ‘The statement 
y properly be made still stronger : 
© one program can wholly ac- 
mplish its own special purpose in 
e total program without the help 
other programs. For example, 
atrolling wind erosion in the dust 
vl (Soil Conservation Service) 
aided by the purchase and de- 
opment of submarginal lands in 
areas (Bureau of Agricultural 
‘onomics), by rehabilitation loans 
ed upon farm management 
ns drawn to fit the conditions in 
h problem area of the dust bowl 
arm Security Administration), 
by an adjustment and conser- 
ion program which emphasizes 
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conservation practices and retire- 
ment of “restoration” lands to 
grass (Agricultural Adjustment 
Administration). 


II. Office of Land-Use 


Coordination 


To provide for coordination and 
unification of purposes and _ pro- 
grams within its own organization, 
the Department has established an 
Office of Land Use Coordination. 
It functions most intensively in 
Washington, but it also gives at- 
tention to methods of promoting 
coordination at regional head- 
quarters and other field points. The 
program of coordination encom- 
passes: (1) the coordination of 
all physical and economic surveys 
on which planning and program 
forming are based; (2) coordina- 
tion of all phases of land-use plan- 
ning; (3) coordination of current 
agricultural land-use programs 
and policies and of water programs 
and policies, including flood-con- 
trol; (4) organization and pro- 
cedural changes to promote unifi- 
cation of programs; (5) funda- 
mental study of all agricultural 
and land-use legislation in order 
to provide, insofar as possible, an 
integrated legal base for required 
activities; and (6) coordination of 
the Department’s planning, pro- 
grams, and policies with those of 
the Farm Credit Administration, 
National Resources Committee, 
Department of the Interior, and 
other Federal agencies. 

The central purpose of coordin- 
ation is to unify our efforts so that 
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all programs are essentially one 
when they reach the farm. In 
achieving this, we must not only 
unify Federal efforts, but these 
in turn must dovetail and har- 
monize with State and _ local 
efforts. 


a. Coordination of Land-Use 
Planning 


Every branch of the Department 
is engaged in some phase of compre- 
hensive land-use planning. Add- 
ing it all together, we are trying to 
marshall and interpret the facts so 
as to plan the best possible use of 
our farm, range, and forest lands 
for the benefit of the largest pos- 
sible number of people. Therefore, 
in developing a plan for any given 
area we must provide coordinating 
facilities for interbureau consider- 
ation. Thus, a comprehensive 
flood-control plan for a_ given 
watershed may be prepared by the 
Soil Conservation Service, with the 
help of the Bureau of Agricultural 
Economics and the Forest Service. 
But such plan, before submission to 
Congress, must be considered by the 
Department as a whole to de- 
termine the relationship of the pro- 
posed plan to the program of the 
Agricultural Adjustment Admini- 
stration, which makes payments 
within the watershed for specific 
land-use practices, and to the ten- 
ancy and rehabilitation programs. 
In short, a flood-control plan for 
any watershed must harmonize 
with the Department’s total land- 
use objective for the area. 
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The Office of Land-Use Coo 
dination is assisted by a liaise 
board composed of bureau chie‘ 
and division chiefs from each :§ 
the bureaus concerned with lan: 
use programs. This group me 
at least once each week with tk 
technical staff of the Office to comp 
sider current policies and program 
As an example of the type of pro 
lem which comes before the boar# 
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consider the old  Plantatia 
Piedmont. a 


This was once a stable, high! 
productive, cotton-producing se@ 
tion. Now much of it has bee 
ruined by the boll weevil and t® 
erosion. Thousands of familil 
have left. Farms have been abang 
doned. Foreclosures have be 
heavy, and tax delinquency seriow 
Tenancy is widespread. Solutid 
of the problem is not a simple mag 
ter. It cannot be solved simp: 
by demonstrating proper far: 
practices. Nor can it be solve 
simply by making benefit paymen 
or rehabilitation loans. What 
called for is a program in whic 
all these things and others, to: 
function together, with all of thee 
directed toward readjustmens 
which must be made permanent E 
the farmers themselves. The ty 
of farming requires change. Sul 
marginal land must be purchase 
under Title III of the Farm Ter 
ant Act. Tenants need to tI 
helped to ownership under Tit 
of that Act. Perhaps work und 
the Farm Forestry Act will be 1 
quired. Payments under the Se 
Conservation and Domestic Alloc 


bee@ 


ent Act must encourage the shift- 
g of the most highly erodible 
id into trees and vegetative 
bver; on the land which can be 
sed for cultivation, payments 
ust encourage the use of soil- 
Mserving practices. Rehabilita- 
ion loans must be geared to the 
iecial conditions, and must, of 
urse, be contingent upon the 
Joption by farmers of sound farm- 
anagement and land-use plans. 
he Soil Conservation Service 
ust give technical help to farmers 
tho must strip-crop, contour plow, 
rrace, and use other practices 
at will decrease the ravages of 
‘ater erosion. There needs to be 
Hoption of regulations under 
gate Soil Conservation Districts 
ws, rural zoning laws, possibly 
jange in the system of assessment 
d taxation, and in other State 
zislation. “This may sound some- 
hat complicated, but specific 
anges in any one program to meet 
al conditions can be made in- 
ligently only through study of 
>» whole problem. 


Coordination of Surveys 


oordination of surveys furn- 
es another example. ‘There are 
iny types of fact-finding surveys. 
me seek data on physical condi- 
dns, others on social and eco- 
ymic conditions. All are essen- 
to the formation and guidance 
a comprehensive land-use pro- 
m. ‘The soil survey acquires 
idamental information regard- 
the soils of the United States. 
e erosion survey is an inventory 


COORDINATING LAND-USE PROGRAMS 


a) 


of the physical factors on which a 
soil and moisture conservation pro- 
gram is based; among other fac- 
tors surveyed are slope, suscepti- 
bility of the soil to erosion, degree 
of erosion, and present land use. 
By coordinating the two types of 
surveys the Soil Conservation Serv- 
ice obtains the experienced assis- 
tance of the soil-survey specialists 
in classifying and correlating the 
soils, and the Bureau of Chemistry 
and Soils in turn may use the in- 
formation thus developed in its reg- 
ular soil-survey program. The in- 
formation on physical factors ac- 
quired in both these surveys is also 
essential in preparing the flood- 
control reports which are called 
for in the flood-control program, 
but here surveys from the economic 
and social point of view are also 
essential. “Therefore by coordinat- 
ing soil surveys, erosion surveys, 
and flood control surveys, the job 
for each may be simplified and the 
results may serve many purposes 
and programs. More important, 
however, is the circumstance that 
specialists who work together in 
this process of fact-finding come to 
mutual agreement on the essential 
facts, and that is probably the bed- 
rock of coordination. If we dis- 
agree on the basic facts, there is 
bound to be conflict in policies and 
programs. 


c. Coordination in Procedure and 
Organization 


Efficient coordination in the 
land-use field may involve changes 
in organization and procedure, 
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For example, to unify the economic 
phases of land-use planning, the 
Secretary of Agriculture last Sep- 
tember transferred the land plan- 
ning, acquisition, and development 
work of the Resettlement Admini- 
stration (now the Farm Security 
Administration) to the Bureau of 


Agricultural Economics. This 
brought together the work in farm 
management, land economics, 


land-use planning, and public fi- 
nance, all of which are necessary in 
developing a comprehensive pro- 
gram of land utilization, in plan- 
ning submarginal land purchases, 
and in providing economic assist- 
ance to action programs, such as 
soil conservation. 


d. Legal Phase of Coordination 


All that the Department does in 
the land-use field is authorized in 
Federal legislation. Innumerable 
State laws deal with land-use ac- 
tivities. New legislation, proposed 
in Congress and in State legisla- 
tures, may seldom be considered 
wholly independently of existing 
law. Duplication and working at 
cross-purposes can often be avoided 
by considering all new legislation 
on which the advice of the Depart- 
ment of Agriculture is requested, 
in the light of existing authority, 
and by a systematic study of pres- 
ent law with a view to suggesting 
amendments where conflict clearly 
is attributable to legislation. 


e. Interdepartmental Coordination 


The Department is working 
with the National and Water Re- 
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sources Committees, the Far 

Credit Administration, and othe 
Federal agencies in an effort > 
harmonize work interdepartmer 

ally. One example will suffice. 

critical situation has developed 

the Upper Rio Grande watersh¢ 
in New Mexico. Here a lary 
Indian and Spanish-American pod 
ulation promises to become a pé 
manent relief burden because of 
progressive destruction of soil r 
sources through bad land use. — 
solution requires cooperation k 
tween four bureaus of the Depanf 
ment of the Interior and four 

the Department of Agricultun 
The two Departments have ther 
fore established a permanent inte 
departmental board to deal coe 
tinuously and systematically wi 
this acute problem. 


igs 


Land-use planning by specialis 
is of little value unless the resul 
are accepted and put into effect | 
farmers. Further, plecnioay 
specialists can cover only a sn 
portion of the country each 
while action programs are in Me 
in practically every agricultum 
county. } 

About three years ago planniti 
by farmers themselves with tt 
help of State and Federal peor 
started in most of the States. T 
by no means was the origin of plas 
ning by farmers, but it represent 
a more concerted attack on tt 
agricultural land-use problem. « 
first this new agricultural planni 
was confined mainly to facts 


i 
Planning by Farmers — 


roblems in connection with the 
program. But farmers 
uickly saw that the conservation 
toblem, the tenancy problem, the 
ibmarginal land problem, and 
her problems are essentially one, 
id that they therefore had to de- 
elop comprehensive land-use plans 
rhich considered the whole field of 
Briculture and the relationship of 
eople to the land. 

County planning by farmers has 
ade tremendous strides in many 
itates and promises to be the thing 
at will more permanently tie all 
cal, State, and Federal efforts to- 
ther in working toward common 
pjectives. The principal require- 
ent now seems to be to systema- 
ize these efforts on a county, State, 
}gional, and national basis. 

)I think it is reasonable to pre- 
ict that the development of county 
ricultural planning will give us 
thin the next few years, a fairly 
niform planning structure. It will 
ry state by state, of course, but 
believe certain general principles 
Il be adhered to in all States. 
ese principles have been studied 
Committees representing the 
and Grant Colleges and the De- 


jrtment, among them being these: 


( 1) Ineach agricultural county, 
. a county agricultural plan- 
ning committee (consisting 
of 10 to 20 representative 
farmers, the county agent, 
one or more members of the 
AAA county committee, 
the local representative of 


the SCS, the rural rehabili- 
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(3) 


75 


tation supervisor, and offi- 
cial representatives of any 
other Federal or State ag- 
ricultural agencies operat- 
ing in the county) should 
develop a comprehensive 
agricultural land-use pro- 
gram for the county which 
may be made more detailed 
and more accurate as the 
committee becomes exper- 
ienced and reliable data be- 
come available. 

In each State a comparable 
State Committee (with the 
Director of Extension as 
Chairman, and with the 
Director of the State Ex- 
periment Station, the Chair- 
man of the State Soil Con- 
servation Districts Com- 
mittee, the Chairman and 
Executive Secretary of the 
AAA Committee, the SCS 
Coordinator, the principal 
State officer of the Farm 
Security | Administration, 
the State Land Use Plan- 
ning specialist of the Bu- 
reau of Agricultural Eco- 
nomics, and at least one 
farmer from each major 
type of farming area within 
the State as members) 
should develop a compre- 
hensive agricultural plan 
for the State, and all pro- 
grams should, to the great- 
est extent feasible, help 
achieve the purposes of that 
plan. 

If and when the several 
States within agricultural 
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regions having common 
problems so desire, there 
should be established re- 
gional planning groups 
made up of the appropriate 
State officials, and the re- 
gional officials in charge of 
the agricultural programs 
in that region. Such a com- 
mittee has been at work in 
the Southern Great Plains 
for several years and one 
has only recently been es- 
tablished in the Northern 
Great Plains. 

Cooperative relationships 
in research, surveying, and 
other fact-finding should be 
strengthened so as to pro- 
vide the most reliable basic 
data for planning purposes 
and for use in the applica- 
tion of action programs. 


(4) 


Much progress has already been 
made toward the goal—so much so 
that we have every reason to be 
hopeful that planning by farmers 
themselves, with the help of State 


9) 


PLAN AGE 


and Federal specialists, will be t 
foundation on which we can bui. 
a simple cooperative structure th 
will bring fact- finding, educatiog 
planning, and action into a united 
effort toward common objectives 
That is merely saying that all pr 
grams will be one program whafy 
they reach the farm. ; 
It is too often said that there: 
little to be gained by agricultur 
planning because conditions affec . 
ing farming change so rapidll 
But, obviously, change itself maki® 
planning necessary. If condition. 
were static, we would all event‘ 
ally adjust ourselves to ther: 
Then there would really be no nee 
of planning. Practical planniti 
in agriculture must take accou 
of all economic, physical, and soci: 
conditions, help determine the broa 
fundamentals of action program: 
and help fit current programs © 
local conditions. It must also loc 
to the future and help chart t 
longer-time course. This is a ct 
operative task for farmers and fd 
specialists. 


extensive changes 
have, in the last few 
years, taken place in our 
agricultural credit and 
adjustment activities, 
ere is need for an appraisal of 
se activities insofar as they are 
er-related and the policies pur- 
ed by credit agencies have their 
ect, either directly or indirectly, 
j the land pattern and on agri- 
[tural production. 

ccording to recent estimates 
fre were on January 1, 1935, 
er 2,350,000 mortgaged farms 
he United States. These com- 
ed over 34.5 percent of all 
ms, and represented an area in 
ess of 350,000,000 acres. The 
rm Credit Administration alone 
completed over $2,200,000,000 
arm mortgage financing during 
past four years. If, in addition 
hese totals, one adds the farm 
ancing by banks, insurance com- 
gies, and other private sources, 
¥ substantial influence which 
tht be exerted, through conscious 
‘ction of mortgage financing 
he, comes to our attention. The 
t and intermediate term credit 
ids, together with the financing 
nded by the rural rehabilita- 
and emergency feed and seed 
s, add materially to the total 
Ich, if directed to assist a land 
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Credit as a Factor in Land Planning 
By as 
DONALD R. RUSH 


conservation program, could be a 
powerful instrument for social. ad- 
justment. Unfortunately, research 
studies on the effects of past credit 
policies and credit extension, on 
the responses of farmers, on their 
later financial condition, and on 
production as a whole, are not 
available. Nevertheless, there is 
little question that credit and 
credit agency policies can be con- 
sidered active, though probably not 
measurable, forces as they affect 
the individual farmer. Their im- 
portance, of course, will vary as will 
the resultant effects. It is, how- 
ever, believed possible to appraise, 
in a qualitative manner, the effect 
of present and proposed credit poli- 
cies as for or against socially- 
desirable changes, i. e., adjustments 
in land use. 


I. Credit as an Economic Factor 
in Agricultural Welfare 


Let us consider the importance 
of credit as an economic factor in 
the welfare of agriculture. As an 
element affecting production costs, 
it is often over-emphasized ; witness 
the constant demand for lower and 
lower interest rates. A long- 
standing opinion among farmers is 
that cheap credit is necessary for 
a prosperous agriculture. Econo- 
mists, however, have often ques-' 
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tioned this opinion, contending that 
the remedy for an industry con- 
fronted with increasing production 
and consequent declining prices is 
not to pour in cheap credit and 
further expand it, but to contract 
credit and thereby contract the 
industry. 

To fit credit to the needs of the 
industry is oftentimes more im- 
portant than reducing interest 
charges or making some other like 
concession. The tendency of live- 
stock-financing agencies to be pe- 
riodically conservative and liberal 
in their granting of credit is a 
case in point. Instead of lending 
funds in accordance with produc- 
tion requirements in times of low 
prices, liquidation of their loans is 
pressed. This tends to create 
heavy marketings, with consequent 
further lowering of prices and dis- 
tress to livestock farmers. In time, 
production becomes limited and 
prices start to rise. However, in- 
stead of assisting recovery, financing 
is often withheld until the pro- 
duction cycle is definitely on the 
upswing. Then, with a profitable 
outlook, financing is resumed, many 
times too freely, resulting again in 
overproduction, depressed prices, 
and liquidation. In order to pre- 
vent the gluts and famines which 
have characterized livestock financ- 
ing in the past, there is need of 
a steady flow of capital. The 
production credit system and the 
rediscounting privilege available to 
livestock-financing agencies through 
the Federal Intermediate Credit 
Banks should now insure a regular 
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supply of needed capital. In aa 
dition, constant study of the pre 
duction, price, and credit phases c 
the industry are essential to th} 
welfare of the industry. Propof 
control of the credit supply, wisek 
applied, can do much to stabiliagy 
the livestock industry, with benet 
cial effects on the utilization 
large grazing areas in the westerg 
range country. 

The development of new agy 
cultural regions has undoubted 
been due to the liberal extensic 
of credit. There is little questiag) 
that the ease of securing credit f 
the purchase and development + 
the land and the purchase of mam 
chinery was an important factdg 
in the extension of wheat growin} 
into the semi-arid lands of tl 
Great Plains. This same readine 
to extend credit to these region 
has resulted, however, in the ev 
tivation of much land wholly uw. 
suited to this type of agricultui 
The plans adopted within the lz 
few years for the purpose of affori 
ing relief to agriculture, includin 
moratoriums, mortgage refinancing 
and emergency crop and feed loan 
have probably been factors in co« 
tinuing the cultivation of margin 
and submarginal lands which wot 


have been retired from producti 


=! 


= 


if these elements had not been pre 
ent. Uneconomic types of agz 
culture and farm sizes unsuited 
the area may have thereby bee 
perpetuated. One cannot, — 
course, criticize these measum 
strictly from the viewpoint — 
sound land planning. Many fan 


nilies have found themselves 
sed with conditions of climate 
d markets wholly beyond their 
ntrol. In the absence of adequate 
cial provision for relocating such 
nilies, their financial condition 
cessitates the placing of relief 
easures above considerations of 
il or of sound agricultural 


‘There are, as has been indicated, 
any other factors which will in- 
lence the land pattern and the 
nd use of any particular area. 
Nerefore, in the formulation of 
eral agricultural credit policies, 
s not believed desirable to apply 
Wy particular policy on a nation- 
ide basis. Rather, the policies 
ll have to be so regulated as to 
iterentiate between the various 
pups and the many areas, and 
I have to be sufficiently flexible 
apply to any particular situation. 
is realized that such a proposal 
many difficulties, and to prevent 
olesale misunderstandings and 
interpretations the wisdom of 
omon may be needed in its 
ministration. 

*rivate credit agencies can aid 
oordinating their policies with 
se of federal and quasi-public 
incies. If the objectives and 
#grams have been properly con- 
red and the evidence warrants 
th in the soundness of the pro- 
d policies from the standpoint 
the economic well-being of the 
a, the private concerns, if they 
ime a long-term outlook, should 
perate willingly. In the areas 
more serious maladjustment, 
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this problem will rarely present 
itself because private institutions 
usually avoid those districts where 
changes or modifications of land 
use are most necessary. In those 
areas, the field of credit extension 
is largely a federal one. 


II. Credit Practices to Implement 
a Land-Planning Program 


What are the methods and poli- 
cies of agricultural credit extension 
which can be used effectively to 
assist a land-planning program? 
An endeavor will be made in the 
following pages to indicate a few 
of the more practical means whereby 
credit can be used to supplement 
the land program. 


a. Incorporation of Land Use Reg- 
ulations in Farm Mortgages 


The necessity of protecting the 
quality of a security which has 
been pledged to guarantee the re- 
payment of a loan is a recognized 
prerequisite to successful mortgage 
lending. Protection is particularly 
important where the loan is made 
for a long period of time. Mort- 
gage lenders invariably require in- 
surance to be carried against those 
unforseen events such as fire, wind 
damage, and defective titles. How- 
ever, in most instances, the principal 
portion of the security backing a 
mortgage loan on an agricultural 
property—the soil—is unprotected 
against destructive agricultural 
and soil practices which may, in 
a comparatively short period of 
time, render the farm practically 
worthless. 
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The inclusion of restrictions in 
farm mortgages, which would re- 
quire approved agricultural and 
soil-conserving practices, has been 
urged by many persons concerned 
with formulating loaning policies 
of credit agencies as well as by 
those engaged in land use and soil 
conservation activities. The need 
for regulation has become particu- 
larly apparent in those regions 
where poor agricultural practices 
or improper land use have been re- 
sponsible for extensive foreclosures. 
Lending institutions have often 
found that farms upon which they 
have made substantial loans have 
been rendered practically worthless 
through overgrazing, soil deple- 
tion, soil washing, soil blowing, 
alkali accumulation due to improper 
drainage development, weed infes- 
tation, etc., all of which could 
have been prevented or ameliorated 
through proper agricultural prac- 
tices. The effect of such practices 
is, of course, not limited to the 
financing institution directly con- 
cerned. ‘The immediate locality in 
which the farm is located, the ad- 
joining farms, the county, the 
state, as well as society in general, 
suffers. Soil wasted and destroyed 
cannot be replaced, and years of 
effort are usually necessary to 
bring back to its former state of 
productivity soil only partially 
damaged and, even then, the time 
and cost involved may preclude 
such endeavors. 

A preliminary investigation of 
the legal questions involved has 
indicated that it is possible to insert 
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in mortgages a covenant which wa 
go beyond the traditional doctrir: 
of waste in protecting the mortga 
security through requiring sowmm 
agricultural practices designed 
conserve the soil. Such a covenan 
apparently, may be enforced 
injunction or an action for daz 
ages or by foreclosure if the mo: 
gage contains a clause accelerati’ 
the due date for breach of any of ' 
covenants. This possibility v 
require detailed study, and it: 
suggested as a fruitful field 
research in the legal aspects 
land-use planning. In this cont 
tion, it is interesting to note 
one agricultural service agency, ,— 
its recommendations to a che@ 
relative to a loaning policy in 
area, suggested that in all load 
made restrictions should be pla 
in the mortgage papers. They su 
gested the following as requit 
ments; that, 
1. Designated portions of t 
farm be kept in permanent pastu 
2. Designated areas be used 
marily for hay and pasture. i) 
3. Designated fields be put iny 
crops only if and when proper 
terraced. 
They went on further to recon 
mend constant supervision as gud 
antee these provisions of the mo? 
gage contract would be carried « 


b. Control of Credit in Marg, a 
and Newly-Developed 


If certain areas are outlinec 
which, in the interests of pu 
policy, further settlement sho 
excluded, considerable pressu: 


Te 


event settlement could be exerted 
‘ough announcement that fed- 
il credit facilities would not be 
ailable to persons who may settle 
h areas. Marginal areas are 
ally capital deficit territories, 
d credit control appears to offer 
particularly effective means of 
tricting their future occupation. 
edit curtailment ordinarily will 
fully justified as a public policy 
jareas where agriculture is haz- 
ous and the type of agriculture 
conomic, or where serious ex- 
fitation of the land is taking 

e. : 
Btates have in the past, through 
jious methods, given encourage- 
mt to the settlement of their 
yds. Even at the present time, 

e reclamation projects are 
ng developed with large acre- 
being brought into culti- 
ion. It would appear essential 
specific conditions should be 
down by those in authority, 
ch would insure farm units of 
quate size in order that they 
‘conform to the physical and 
lomic conditions obtaining. 
dit control will ordinarily be 
of the important factors. 


jafluencing Farm Practices 


jhe use of improved methods 
esting soil and other production 
ors which will serve to insure 
a returns, particularly in haz- 
bus areas, is a justified pre- 
isite to credit extension. For 
iple, a close correlation be- 
mn crop yields of wheat and 
depth of soil moisture has been 
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found in extensive tests over a 
number of years at the Hays 
(Kansas) Agricultural Experiment 
Station. The results of the Hays 
study are being used by the Rural 
Rehabilitation Division of the 
Farm Security Administration in 
guiding their lending policy on 
wheat farms in the Southern Great 
Plains Area where drought condi- 
tions have been prevalent in the 
past, and where available ground 
moisture plays an important part 
in determining the success or failure 
of the crop enterprise.- The exten- 
sion of the use of soil moisture tests 
as a prerequisite to the granting 
of emergency crop loans also seems 
desirable in order to prevent ex- 
tensive seedings of wheat where 
the chances of a crop are slight. A 
more effective use of the land 
would be made if it were summer 
fallowed or planted to row crop. 
There would also be substantial 
savings in seed and labor costs. 
The improvement of farming 
methods and land-use practices 
through tying up management 
service with the extension of mort- 
gage and production credit offers 
interesting opportunities. The ex- 
perience of the rural rehabilitation 
organization in its extension of 
loans in all sections of the country 
has been particularly impressive, 
and has, in a large measure, been 
the result of the development of 
detailed farm management plans 
and subsequent close supervision 
for each client. The rural rehabili- 
tation loan program has been very 
effective in the South and South- » 
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east in changing and modifying 
the farming program. Intelligent 
guidance of the farming practices 
of large groups of borrowers will 
have far-reaching effects on the 
land use of the nation. 

Requirements that there be home 
gardens and diversification of crops 
in areas subject to drought, or in 
areas where the one-crop system 
predominates, are within the scope 
of desirable credit policies. The 
Rural Rehabilitation Division of 
the Farm Security Administration 
and the Emergency Crop and Feed 
Loan Division of the Farm Credit 
Administration make such pre- 
requisites, as do a few private 
organizations. Local banks in 
some of the one-crop sections in 
the South have found an amazing 
difference in their repayment ex- 
perience after instituting such re- 
quirements. ‘They claim that the 
whole economy of these areas has 
been benefited. These require- 
ments are effective in raising the 
standard of living of many of the 
clients, as well as tending to insure 
a type of agriculture more in con- 
formity with the needs of the area. 
The likelihood of complete crop 
failure is also reduced. 

The extension of funds for the 
purchase of lime and fertilizer, and 
to defray the cost of other soil- 
building practices, will often be a 
desirable use of credit. Many 
farmers are not in such financial 
position as will permit them to 
adopt soil-building practices rec- 
ommended for their farms. Aside 
from not being able to correct im- 
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mediately the more serious 1 
adjustments in land use and sf 
practices, the farmer is also py 
vented from participating in ‘f 
soil-conservation program, with 1 
consequent forfeiting of paymeé¢ 
which might be earned. Spec 
inducements to farmers in the > 
tension of credit of this type : 
pear warranted. In some instanag 
an increase in the mortgage ff 
debtedness of an individual faz 
may be justified if the additiongl 
loan is to be used for soil > 
land practices which will incre 
the agricultural value of the lag 
and farm. Furthermore, our leass 
laws should be revised to provy 
for long-term leases and compo 
sation for unexhausted improd 
ments which will permit the 
tension of credit to tenant farmip 
to permit them to make extens$ 
soil-building improvements, su 
as liming, terracing, draining, 
seeding pastures, etc. 4 

The importance of adequate fé 
supplies as a factor in the succ 
or failure of a range livestock | 
terprise is forceably brought '« 
in the results of range cattle expe 
ments conducted by the N 
Mexico State College of Agric 
ture.t. The land-use implicatid 
of these findings, as well as th 
significance to financing insti? 
tions, recommend their conside 
tion by land-use and credit agenc 
operating in the range count 


1“Benefits, Based on Nutritional - 
quirements, From Proper Stocking 
Ranges,” 


Mexico State College of Agricultur 


his study shows the need of 
finite understandings between 
mchers and _livestock-financing 
rencies in order that there be as- 
rance that the range will not be 
ergrazed. 

) Revision of the Basis Upon 
_ which Production Credit 
| Loans Are Made 

Loans for the purpose of financ- 
@ crop and livestock enterprises 
je made by some institutions on 
e basis of the past record of 
goduction—usually the record of 
e last three years. While this 
ocedure undoubtedly has many 
vantages, it does have the dis- 
vantage of tending to fix the 
ve of agriculture. In other 
brds, such a lending policy does 
jt permit the borrower to give 
quate consideration to changes 
climatic, economic, and_tech- 
tal factors which may make 
sirable rapid shifts in production. 


WControl of Livestock Credit 
_ Financing 

As indicated in an earlier section 
this paper, there is need for 
atrolling the extension of live- 
ck credit in such a manner as to 
vent or mitigate the extreme 
Ictuations in the cattle produc- 
i cycle. The excessive swings 
the cycle have been the cause 
much distress in the range coun- 
, encouraging overgrazing at 
ie periods, and the liquidation 
Wbreeding herds at others. The 
alligent control of credit could 
much to correct this situation 
| forward the entire land-use 
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and range-rehabilitation program. 


f. Development of a System of 
Forest Credit 

There is a pressing need for 
adequate credit facilities for forest 
owners in order that they may be 
enabled to engage in a sustained- 
yield cutting program and other 
long-term enterprises. No such 
institution for the extension of 
credit has been provided for this 
industry, which affords the most 
important alternative use for our 
lands. With agriculture consid- 
ered as overexpanded, directing 
some land to forests would reduce 
competition in agriculture as well 
as help to insure supplies of forest 
products. A forest-credit system, 
sponsored by the federal govern- 
ment with the aim of increasing 
economic and social welfare, should 
provide no funds for destructive 
exploitation, but should extend 
credit only where the borrowers 
are operating under a sustained- 
yield program. 

Another phase of the forest in- 
dustry worthy of encouragement 
by provision for proper financing, 
is that of the organization of proc- 
essing and cooperative bargaining 
agencies such as the Otsego Forest 
Products Cooperative Association.” 


2For full particulars and a discus- 
sion of this development in the rural 
economy of forest areas, see “Central- 
ized Management and Utilization 
Adapted to Farm Woodlands in the 
Northeast,” Behre, C. E., and Lockard, 
C. R., The Charles Lathrop Pack For- 
estry Foundation, and the New York 
State College of Forestry at Syracuse 
University. Syracuse, New York, Feb- 
ruary 1937. : 
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The development of organizations 
of this type should insure increased 
returns from the forest properties 
and woodlots of its members be- 
cause of the more effective utili- 
zation of the forest products. 
Increased returns will have a 
tendency to encourage forest pro- 
duction on lands economically and 
physically adapted to such use. 
The benefits which may accrue 
from a land-use standpoint will be 
of material assistance in forward- 
ing the land-use program. 

No attempt has been made in 
this discussion to appraise the dif- 
ficulties which may be attendant 
upon the application of some of 
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the suggestions. Neither 
consideration been given to 
matter of costs, subsidies t: 
may be involved, or to the m2 
ner of operation. Credit ¢ 
be a factor in assisting a land- 
program. ‘This factor is usua@ 
present, and it behooves us to — 
that the policies directing creq@ 
extension operate to assist rat 
than to discourage desired a 
needed adjustments. Always, h 
ever, a thorough knowledge of 1 
particular situation, the maladju 
ments, the needed readjustmer 
and the methods of effecting the 
is essential if recommendations : 
to be most effective. 
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_ Investigation of Business Organizations 


and Practices 
By 
A. A. BERLE, JR2 


I. Introduction 
General Objectives 


‘The investigation of business organization and practices (frequently 
lled investigation of monopolies) should be essentially a search to find 
organization of business that actually works. 

Economic organization may be roughly tested by the following: 


_ (a) Does it provide an adequate supply of goods as tested by the 

Fs normal market? As tested by the apparent need? 

(b) Does it provide a maximum number of people with an oppor- 
tunity to make a living under this process—a life under this 
process—conceived as conditions under which people can live, 
maintain families, expect to continue in the economic system 
and end this side of the relief line or the poor house? 

(c) Does it accomplish this process with due regard for the liberty 
and self-government of the individual? 


One result ought to be something in the nature of a triple income 
tement for the industrial system; the income statement being: 


(a) A statement of production—set against distribution and need. 
(b) A statement of employment and wages, set against the number 
of people who may reasonably be entitled to expect to support 
- themselves in the industry. 
~ (c) A commercial statement of profit and loss. 


Such an approach will at least indicate the major successes or, more 
en, the failures resulting from the existing industrial system. At 
st, it will end certain illusions which now confuse national thinking. 
e know in advance that the present productivity of industry, which 
so highly regarded and so often praised, is not, in fact, sufficient to 
et the aggregate of “legitimate claims” made against it by labor, by 
asumers, possibly also by investors, in many instances. But this fact 
rarely appreciated. 

This paper was originally prepared at the request of members of the Temporary 


tional Economic Committee. It was made available for publication in Plan Age 
Berle. : 
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2. Some Unwarranted Assumptions 


All previous investigations of this kind have commonly commencey 
with a set of preconceptions. There is reason to believe that the presex 
investigation may be in danger of doing the same thing. It is appropriaq! 
to note a few of them. 


a. Small Business Is Not Necessarily Competitive-——There is 
tendency to idealize the early nineteenth century and to assume th 
small business and the prices it charged were the result of competitio 
As far as I am able to see, there is little, if any, foundation for this. T 
village grocery store, the village blacksmith, the village grist mill, wee 
all monopolies. Until the advent of the automobile, they charged co: 
ventional prices or administered prices which were not elastic. TT} 
people of the village could not go many miles to the next town. In 
large measure this is still true in small towns. Such competition : 
there has been, curiously enough, came from large scale enterprise; ma 
order houses, and later the chain stores. ‘The theory that prices we: 
adjusted by competition under the old small scale production in smaq 
towns, as far as I can see, simply never was generally true, despite sonmp: 
nostalgic reminiscences which are indulged in today. 


b. Small Business Is By No Means Necessarily Humane.—There 4, 
actually competition on a wide scale in large centers between sma 
business. But there is no point in idealizing this though, to some exte 
it produced desirable results from the point of view of price and dil 
tribution. ‘The type of competition in small business is more nearlp 
the New York “sweat shop” in the garment trade, and the eliminatiat 
of the “sweat shop,” as such, while it considerably improved the lot « 
the workers, has not produced units which stand out as monuments to) 
desirable social system. Actually, high speed competition by small uni 
is as likely as not to produce, through sheer economic pressure, condition 
that are undesirable, if not cruel; undesirable because there is constar 
attempt to meet the competition by depreciating the quality, as well ¢ 
the price; cruel because labor, or the shop masters (who are, to a2 
intents and purposes a section of the laboring class) are either exploit 
or forced to exploit themselves. I am by no means clear that # 
existence of a large number of half-starved contracting garment shop owr 
ers (usually laborers who try to go it independently) may not be or 
slightly less anti-social than the old “sweat shops.” If the first was a 
open scandal, the second is certainly not pretty to look at. 
Where there is no competition, the small scale unit may or may no 
be a creditable piece of social machinery, depending entirely on th 
character of the men who run it. Actually, the village monopolist, th 
exploiting grocery store owner, who was also the money-lender, i 
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erfectly familiar type. He must be set as a liability alongside of 
nilar proprietors, who are assets to the community, in that they handle 
ne store, their cash and their credit relations so as to try to develop 
le town and make a living easier for everyone. 

The principal advantage of small business lay in the fact that public 
Pinion, social pressure and the like, could be brought to bear on the 
mall owner to the general advantage of the community. It cannot 
> brought to bear on the absentee owner, the chain store proprietor, 
e mill owner, who is as dominant a factor in the community, et cetera. 


c. Efficiency of Size—There are two distinct preconceptions which 
nceel each other. One of them is that large scale enterprise is more 
Wicient ; the second is that it is, by hypothesis, less efficient as it grows. 
}I see no reason for indulging either preconception. ‘The only solid 
tor about it is that pointed out by Mr. Brandeis on many occasions, 
mely, that a large scale enterprise will frequently and easily outrun 
fe moral and mental stature of the man or men who direct it. 

Aside from that point, the fallacy lies in the undefined use of the 
ord “‘efficiency.”” An enterprise large enough to mesh with the finan- 
ul machinery, including the Stock Exchange and commercial banks, 
tcertainly more efficient, so far as obtaining capital goes, than a small 
le enterprise. This is true even if it is less effective technically. 
may be in a better position to meet legitimate claims of labor (most 
or union people seem to think so), though I am by no means clear 
at this is generally true. 

s to straight technical or mechanical effectiveness, there is pre- 
aably an optimum size. No one knows in respect to any industry 
at this optimum size is. Further, the optimum size will change 
ernight with the development of a new method or process or set of 
chinery. 

he claimed effectiveness of a unit in finance or production may be 
mpletely neutralized, despite its ability to produce, if it is unable to 
ing its production towards a known demand. 

The difficulty with this line of preconception is that a standard of 
proach has yet to be set. It is familiarly insisted that the old-fashioned 
im was an inefficient unit. Yet if, besides the assumed cost of pro- 
tion, there were taken into account the continuity of employment, 
ability to use energies of adolescents and of old people, the ability 
ake care of sickness and give some scope for individual creation and 
like, it might prove that, if the same factors were applied to a large 
le plant, the old-fashioned farm was one of the most effective units 
own. Put differently, a highly efficient plant, according to modern 
as, may merely mean a plant which has succeeded in unloading the 
kimum possible amount of obligations on the community, to be 
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handled socially. Perhaps it has passed on some of the advantages « 
this escape from obligation to the consumer in the form of price; leaviri 
the State to collect the rest in the form of taxes. #- 
d. Efficiency in Meeting Need—The major argument in favor | 
large scale industry has been that it did raise the standard of livine 
which, reduced to understandable terms, meant that it stimulated wang 
for many goods and services, produced a great many goods and supplil 
and got those goods and supplies, on the whole, very widely distributes 
I see no reason for indulging this preconception. Co 
A clear distinction ought to be made between what people want ang 
what they need. It is legitimate criticism of such studies as have bee 
made by Stuart Chase that they take as a starting point, not whi} 
people want, but what an impartial commentator thinks they ought 
want. In New York, it is probably true that milk can be laid do 
at distributing stations, like chain stores, for 7 cents a quart, but thay 
if it is delivered in bottles, the cost will be not less than 11 or 12 cent 
People ought to want 7-cent milk and be prepared to go around thf 
corner every morning to get it. “They actually do want it put on th 
doorstep. | 
It probably is true that, without advertising, people would not 
the number of things they want today. It does not follow that tht 
standard of living would diminish if they stopped wanting cigarett 
or canned soups or cosmetics or a new car every two years. The debaz 
on this point really involves a philosophical assumption, namely, whi 
is the “good life’? That discussion started, or rather reached a hig 
point, in the time of Socrates, and no one has resolved it yet. 
Nevertheless, because discussions have to start somewhere, the on 
practicable method of handling an investigation of the industrial systet 
today is to assume that people are entitled to want what they actually ¢ 
want; and to define economic efficiency as giving people what they wan 
Anything else involves deciding (and ultimately trying to tell peng 
what they ought to want, which becomes tyranny pure and simple. 
Summarizing these observations, it seems to me that: 
First, the general scope of the investigation ought to be a search fd 
an organization of business that actually works; 
Second, the standard must be whether it supplies the existing 4 
developing wants of the people as they appear; 
Third, that this involves the provision of an adequate supply of goodk 
Fourth, and a distribution system that takes these goods towards know 
wants to the maximum degree possible ; } 
ODI 
with means of satisfying those wants through a contribution to t 
system ; 
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Sixth, that the system must provide the people engaged in the process 
ith a manner of life, which at least tends to satisfy a fair proportion 
f their wants; 

Seventh, the system must evolve a method of organization that does 
jot interfere unduly, actually or potentially, with the liberty of the 
dividual; i. e., that its controls must release more individuality than 
ey suppress; 

| Eighth, that there is no need to assume that these tests will be met by 
y single system or any single standard of size or set of practices at 
Yy given point. 

As a final point, I note that, whenever a situation appears, it is always 
fise to attack it with the realization that there is a real reason for it. 
abits, in a large country, do not emerge by chance. ‘The reason may 
bt be a good reason or may have ceased to be valid. The habit may 
a bad habit. But there is always a reason, with which we may 
itellectually disagree, but which cannot be disregarded as a social 
rce. Mere interruption of habits and social machinery means nothing 
less an equivalent or better machinery is simultaneously provided 


II. The Subsidy of Industry by the Government 


The immediate problem to be dealt with is that of the relationship 
Government to business. 

As a first step, there should be ascertained the precise contribution 
} subsidy which the Government now makes to existing business. It 
sms to me, accordingly, that a major and possibly first subject of 
estigation ought to be the amount of subsidy which the Federal and 
ssibly the State governments, directly or indirectly, make to industrial 
Iterprise. In one aspect this is really a study of how much of the 
st of production, including in that figure the cost of maintaining the 
essary labor and obtaining the necessary market, has been loaded off 
} the community by the enterprise. Without figures before me, it is, 
ertheless, safe to say that the result will be little short of amazing. 
jAmong the forms of subsidy there may be listed the following: 


a. Direct Subsidies ——These include direct grants, such as those made 
) the merchant marine and to the airway lines. Included in direct 
Ibsidies must be taken payments nominally for service, but actually 
r the purpose of establishing the industry. Mail subsidies are frequent 
this connection. 

. Indirect Subsidies —These represent the relief of enterprise from 
arges which otherwise would be paid. I believe that the peculiarly 
w rail rates granted to newspapers and to second-class material fairly 
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comes in this class. Exemption from taxes, franking privileges, et ceter} 
should be included. J 

c. Government Orders-—Technically, Government buying should n 
be classified as “aid” to business. Practically, however, it frequent 
works out this way. It would be interesting to know how much 
industrial development depended on buying by the Government for Gog, 
ernment purposes. For instance, how much of productivity of a company 
like Bethlehem Steel is used by the Government for war or navy order 

d. Special Privileges Granted—lIn this connection shining exampl) 
are, of course, patent and trade-mark privileges. 

With this must be bracketed Government exclusive licenses, fd 
instance, the kind of license the Federal Communications Commissid 
grants to radio companies. 4 

Great care has to be taken, especially with Federal or State lice 
investigation. For instance, the Federal Communications Commissid 
has taken the view that a part of its business is to protect an existing} 
communication facility from impairment by a competitive facility, as 
the famous case when a radio beam license between New York and Os¢ 
was denied because there already was a cable communication. Yet th 
Federal Commission nominally is merely created to keep order in t 
air. What legal right is there for the maintenance of cable monopolil 
by the Federal Communications Commission? ‘The same applies 
the denial of licenses to use short wave transmission in the Unitéf 
States, thereby assuring a continued monopoly to the A. T. and T. 

e. The State Field Ought Not To Be Overlooked.—The use of cet 
tificates of public necessity have, in fact, resulted in the granting + 
monopoly licenses in certain kinds of business, notably utilities, b 
lines, et cetera. 

f. Tariffs—This point needs no comment. Most industry enje 
tariff protection designed to give it immunity from a considerable degr 
of foreign competition. In some cases this goes farther and is design 
not only to cut out direct competition, but competition from other com 
modities or goods. In many cases this is designed to prevent the consum: 
from buying products they do want so that they will be forced to bu 
products which they do not want. 5' 

g. Government Protection of Price—It is not altogether clear wheth 
trends in this field have yet gone far enough to make certain the utilit 
of experimental investment. A great experience has been in effect : 
sugar prices through the operation of the quota prices; but it is na 
clear that the system has been in effect long enough to justify the tin 
involved. I set it down here for the sake of completeness. In the otha 
fields, howoever, data are complete and worth doing. For nia 


practically all insurance rates are closely regulated by law and minimus 
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tes are quite frequently fixed. Since the public health work of the 
overnment diminishes the mortality and risk, the rate is fixed by a 
inimum. ‘The effect on the insurance companies is material. 

h. Collateral Subsidies Not Readily Apparent.—Here is a tremendous 
Id which should be thoroughly opened up. This is peculiarly true in 
lew of the attitude of some people that the Government is so much 
ferhead which it has to carry. For instance, the automobile market 
ould cease to exist if the local, State and Federal Governments stopped 
oviding roads. Certainly the expansion of roads and road improvement 
s had to go hand in hand with the expansion of the automobile industry ; 
en road expansion stops, the automobile industry will run into a 
turation point within a very short time. 

There are a considerable number of such cases of incidental subsidies 
mning into extremely large amounts. ‘The construction supply trade, 
r example, is a direct subsidy by the Government housing program. 

i. Relief Is a Subsidy to Industry.—lIf it be realized that labor is at 
st as necessary to production as plants, and that the maintenance of a 
ge body of labor normally ought to be a charge on production in one 
m or another, only one conclusion can be drawn. 

Relief to workers in time of lay-off is a subsidy to industry. General 
otors, for instance, pays an average annual wage of approximately 
,100 a year. When the plants are running full this about takes care 
the worker. When the plants shut down or lay off, men who are 
able to save on this wage go onto the relief rolls. If this were 
ssified as a cost of General Motors, there might be a different picture 
the extent to which General Motors depended on the Government 
its profits. It will come as a shock to the public to learn that unem- 
ment relief is essentially a subsidy; but I see no escape from the 
derlying economics of it. 

. Direct Loans, as Through the Reconstruction Finance Corporation, 
rm Credit Corporation and the Like-—The foregoing is not intended 
an exhaustive list, but merely as a set of suggestions. ‘The desirable 
thod, I think, would be to take certain industries and companies and 
right through the whole list. Reverting to the motor industry, it 
uld be discovered that the industry required huge assistance from 
Government in the form of patents, licenses, monopoly grants, Gov- 
ment orders, indirect subsidies through roads, relief and the like; 
‘of which are costs in considerable degree to the motor industry as 
present organized, but pushed off onto the Government. A slightly 
erent view of “private initiative’ would probably emerge from such 
icture. 
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III. Non-Government Privileges to Big and Small Busines 


The aim of this should be to determine the effect of certain privaa 
mechanisms on the development of the industrial structure. ; 


1. Short Term Credit 


There should be an investigation of the way the commercial bankirg 
system works in extending short term credit in each of the industri} 
investigated. It would be found that certain companies have acces 
to short term credit, others do not. What determines this? In pa 
it is the relationship of management to the banks. In part it is th 
assets and size of the company. In part it is the success of the compan® 
I am prepared to think that there is probably less discrimination iff 
terms of size down to a certain point in the short term credit fieb> 
than in the long term credit field noted hereafter, but certain discrimi 
nations will readily appear. 

More importantly, it will appear that the larger the corporation, th 
less it relies on short term credit machinery, at least directly; though 
frequently does so indirectly by pushing the burden of carrying inventon 
onto its agents or selling outlets. One by-product of this will be: 
substantial revision of the classic theory that short term credit is create 
against the creation of goods, i. e., that production of goods invoh 
expansion of deposits. This would be true under small scale industri 
when practically every producing unit went to the banks to ex 
production or stock. Today, I am inclined to think that short ter 
credit has, in large meaure, ceased to be an agency of production a 
has become an agency of distribution. An instance is one importa 
sub-division, financing of installment buying, by which industry, instea 
of borrowing money itself, induces the purchaser to borrow money for 

Another sub-division must be the improvement in the credit stat 
by the mere process of becoming large scale industry with access to th 
stock market. The small concern having tangible assets, if it wishe 
to borrow, must be limited more or less to those tangible assets, especial 
inventory and stock-in-trade. A large concern, able to create lar 
subsidiaries and to float the stock of those subsidiaries on the exchangg 
can borrow against fixed or capital assets represented by the stock « 
its subsidiaries. Further, the amount of credit it can command wr 
be measured, not by asset value, but by the value of securities. Fe 
instance, the Southern Pacific Railroad can command credit by pledgir 
the stock of the Pacific Fruit Express. My distinct impression is t 
it can borrow a great deal more on the stock of the Pacific Fruit Expreé 
than it could if it endeavored to give its interest in the refrigerator cé 
as security. 
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It is obvious, though not commonly noted, that in any given industry 
he large scale unit has a huge preferential position in the matter of 
aising capital. My belief is that this preferential is the greatest single 
lctor in encouraging large scale as against small scale industry. Spe- 
ifically it would be found that there is almost no machinery by which 
my concern can enter the capital markets on decent terms to obtain 
lapital of less than, say, $3,000,000; and that ability to obtain that 
apital increases steadily and the cost diminishes as the size of the 
oncern increases. 

Again it is important to notice what happens when a concern graduates 
om the class of being a “private” or “family” enterprise and becomes 
publicly financed stock exchange affair. Directly its securities and 
Jarticularly its stock gain admission to an exchange, there is a change 
) valuation. Physical assets are immobile as a basis for credit, save for 
j limited extent on first mortgage. ‘The valuation placed on these 
ssets is not very far from a conservative physical valuation. But the 
ock representing those same assets, when listed on the exchange, will 
rll on an entirely different basis; the aggregate value of such stock 
not infrequently 6, 8, 10, or 15 or 20 times even the balance sheet 
sset value. Since additional capital can be raised by the flotation of 
dditional stock at or somewhere near market value, the result is to 
ve to the large concern an ability to raise several times the amount of 
pital on the same assets which are available to the individually owned 
+ family owned or closed concern. 

‘To a less extent this is true of obligations or bonds issued by the 
yrporation. ‘These again are commonly measured, not by the under- 
ing assets, but by the apparent earnings, which, indeed, must be the 
‘al source from which the interest and ultimate re-payment of the 
ynds must be expected. Naturally, therefore, publicly financed con- 
ins have a ready avenue to much more capital and much cheaper capital 
an any smaller enterprise. 

A factor must be noted. By the device of authorized or unissued 
ock and the existence of a market quotation a publicly financed cor- 
yration can virtually print its own currency for the direct purchase of 
jher plants. The United States Steel Corporation purchased the Colum- 
a plant on the Pacific Coast in this way. It isa familiar practice to find 
e expansion of a corporation accomplished through the direct exchange 
stock through new assets. ‘Through the medium of holding companies, 
e same machinery can be still more effectively used. 
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3. Buying Privileges 


To a greater or less extent the large unit is fostered by the use it cag 

make of its mass buying power. To some extent this has been curtaileg ; 
by the provisions of the Patman Act, but it is probably true that a consiafy 
erable amount of privilege survives. It does not, of course, follow tha 
a lower price for a large or continuous order is necessarily wicked cq 
even uneconomic. It may be literally true that the cost of dealing 
with a single customer is less than the cost of dealing with many custcf 
mers; by consequence, that size and power to buy en masse is, therefor 
more effective. If so, however, it is worth discovering what happerg, 
to the supplier under these circumstances. It may well be that so-calle . 
“efficiency” is not a real saver, but consists of shoving the cost item cf 
production from the back of the buyer to the back of the seller or bi 
him onto the back of labor. It would be interesting, for instance, to knov§ 
whether the real profits of a chain store corporation came from actuag, 
saving of waste or whether they come from the fact that, in place c { 
many small shopkeepers, there are now a highly exploited group c@ 
so-called “store managers” on the distribution side and a highly exploite@ 
group of small suppliers on the production side. f 


4. The Privileges Granted to Labor Unions ; | 


It is axiomatic among business men that a small business cannot copy 
with a powerful labor union. A labor union can dictate, not only rate 
of pay—which presumably should be uniform—but the number of en 
ployees, which frequently will put a small concern out of business. “a 
large concern can meet labor demands, either because it can pass t 
cost on to the buyer, or because it can improve its methods and expan 
its machinery sufficiently to satisfy progressively demands for higher paz 
and more jobs through increase of output and increase of productivi 
per man. It is a familiarly known fact in large scale business that 
its methods so that the ratio of labor cost to the cost per unit of ultimat! 
output remains the same. Small businesses frequently cannot do this. 

In this connection, some consideration ought to be given towards t 
possibility of uniform labor schedules in competing industries. Nat 
rally, if there are differential wage scales in competing industries, th 
industry having the lower wage scale has an advantage. The late Fran’ 
Taplin prepared charts at one time showing that differential wage scale 
between southern bituminous mines and northern bituminous mine 
inevitably put the northern mines at a hopeless disadvantage, with thi 


result that bituminous coal traveled a thousand miles farther to suppl! 
Consolidated Gas Company in New York, although the logical supplier 
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ere the bituminous mines in the Ohio Valley region. Incidentally, it 
is probably due to this that the Norfolk and West Virginia roads were 
rosperous when most other railroads were unable to make ends meet. 
It is possible that it would be found that labor contracts, which were 
n-uniform, were as dangerous as railroad rebates used to be in the 
den days—that is, that it is as dangerous to allow discrimination to 
bor unions as to public service agencies. 


Rates For Power, et cetera 


This subject ought to be dealt with in very much the same way as 
tes for labor or for large suppliers. It is very possible that there is a 
al saving when power is supplied in large quantity to one customer. 
mn the other hand, this may not be true. 

The point here simply is to discover whether or not large scale or 
asi-monopolist development is due to real effectiveness, or to the fact 
at strategic position is increasingly weak as size diminishes. ‘This 
amination ought to be started without preconception. Save in the 
ng term credit field, the case either way appears to be wholly unproved. 
arp distinction has to be made between private discrimination forced 
-mere mass, and actual discrimination arising out of lower cost of 
ge scale transaction. In the latter cases, the genesis of lower cost 
ght to be looked at so that it can be discovered whether or not such 
er cost is not merely the forcing of cost back on to the laborer or com- 
mity or a forcing of it on to the consumer. 


’, The Effects of Large or Small Business on Initiative and 
ge Product 


It is frequently said that Government interference stifles initiative, 
it laissez faire (which presumably would include the allowing of 
siness to set up any norm of size it chose) tends to increase initiative. 
e have no accurate information on it. 


Technical Improvements 


For instance, the development of new inventions. At present a very 
ge number of inventions are made in research laboratories of large 
porations. We have no knowledge as to how many of them are 
d; and, of course, no guide at all as to what would happen were 
se inventions open to exploitation by any group other than the 
poration developing them. It would be interesting, accordingly, to 
ve some factual knowledge as to whether the net result of research 
oratories is not to stifle inventions, once they are made, quite as much 
to cause actual invention. 
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2. The Development of New Uses and Fields 


It already appears from the experience of the Tennessee Valley Av 
thority that a very large untapped use for power could be develope 
by different forms of organization. Specifically, it organized cooper. 
tive associations to take care of the local marketing of electric currenng 
and the Tennessee Valley Authority sells only to municipalities or t 
such cooperative associations. Commercial enterprises are commonh 
obliged, not only not to do this, but to discourage this because theg 
have to protect their other marketing outlets, such as marketing - 
middlemen and the like. A single unit producer, who did not fe 
responsible for the whole system, conceivably might get farther th 
the large scale enterprise. : 


3. The Necessity of Protecting Capital Investment 


One reason why individual initiative is almost always resisted in ar 
business system lies in the fact that it can destroy the existing investmen 
of capital—a new method, a new machine upsets all of the interests. 

Labor will commonly resist the process almost as much as capital ¢ 
the employers, though not always. The C. I. O. did not resist tk 
introduction of the rolling machine in the steel district, though inevitabb 
the effect must be to throw out of work a great many steel employe 
who will not be replaced through employment in the manufacture 
rolling mill machinery. Certainly the sugar refiners have consistent. 
resisted the logical development in the sugar trade, which is the refinir 
at the sugar mill in small units instead of transporting raw sugar t 
the United States for refining here. | 


4. Geographic and Natural Advantage Effects | 


A large business can develop “blankets” (the famous one is th 
Pittsburgh-plus system) whereby a manufacturer in one part of fl 
country has equal chance in a distant market with a nearer-by manu 
facturer. It has never been ascertained whether it makes for compet: 
tion or monopoly. Conceivably every price “blanket” which an industr 
dominated by large units can lay down is to increase, rather than t 
decrease competition, since the alternative would be the erection + 
local plants. j 

Here the choice seems to be what kind of a system is really wante 
A monopoly is no less monopolistic because it is local. In fact, a loe: 
monopoly is likely to be more cut-throat from an economic point: 
view than a national monopoly though it does not have the same politica 
threat. The problem is whether a few large scale competing units a 
socially more desirable than a relatively large number of small 
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onopolies dominating the lives of that particular district. Much of 
he thinking today tends towards the feeling that local monopolies 
vould be preferable; but a close study of the life of, say, West Virginia, 
ompared to the life of, say, Detroit, Toledo and Flint, might lead to 
revision of the theory. 


V. National Concentration of Power 


I presume some attention will be given to the problem of the concen- 
ation of power. ‘This ought not to be confused with concentration 
if property or ownership. ‘These are two different problems. I have 
jot been able to get up any intellectual respect for books like Lund- 
ferg’s “Sixty Families” (leaving aside the fact that it was extremely 
Maccurate) because property is one thing and power is another. Con- 
entration of power in New York or Boston has nothing whatever to do 
Fith the private fortunes of individuals. The Van Sweringens were no 
ss powerful at the end of their lives, when they were bankrupt, than 
Mey were in midstream, when they had between them a fortune worth 
jm paper two or three hundred million. 

1 A study of concentration of property interests and of income would 
= interesting, but probably would prove nothing except the existence of 
property owning class. By the time it was discovered that one hun- 
ed thousand individuals owned a considerable percentage of the 
ational income, it would also be discovered that most of these indi- 
duals had very little to say about what actually was being done. ‘There 
ay be strictly social reasons for having no individuals with large 
comes, though I rather doubt this; but such reasons have little to do 
ith industrial organization. Powerful individuals in industry may 
ave large incomes; or they may not. There is no particular connection 
tween the two facts. 

The methods of control are well known. The most obvious of them 
e listed here purely for convenience: Ownership; Joint ownership with 
hers; Ownership of voting stock; Ownership of controlling voting 
inority ; Ownership of a special class of stock overweighed as to vote; 
yramided holding corporations; Interlocking directorates; Interlocking 
jarketing agreements; Unity of financial group control ; Control through 
ort term credit; Control through patent licenses and price restrictions ; 
ontrol through being a principal customer; Control through monopoly 
a necessary raw material, e. g. rayon, et cetera. 

1 No accurate definition of control has ever been made. It is impossible 
describe the process. In a good many cases the results would be fan- 
stic in the extreme. I have a good working knowledge of how the 
m of J. P. Morgan and Company “controls” the Guaranty Trust 
ompany. They have no legal control of any kind. ‘There is nothing 
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to prevent the Board of Directors from doing anything it pleases. Y¢ 
at various intervals in the life of the Guaranty Trust Company it hz 
been in difficulties and on each occasion it has applied to Morgan am 
Company for assistance and got it. By consequence, they not unnatu: 
ally seek and generally, though not always, follow the advice c 
Morgan. ‘There is nothing necessarily vicious in this. It was fr 
quently good advice from the strict banking point of view. Certainh 
it was good ethics in the 1921 incident. But it does create the prob 
lem of power. There is no way of changing that relationship unless ai 
until some system of capital banking is evolved, whereby the Guaranti 
Trust Company can look for help in time of trouble to someone otha 
than the private interests. 
I have observed that the concentration of power is more likely t 
come from unity of interest, than from any legal device. This seem 
almost beyond legal control. You cannot prevent men whose interes’s 
are about the same, and whose minds run along similar lines, frow 
doing about the same thing at about the same time. ; 
It seems to me that one important line of study is that of industri 
geography. ‘The Aluminum Company has preempted certain grea 
areas in the United States through its alliances with the power com 
panies. In this connection, let me say that it would be an assistana 
to the State Department if more were known about the alliance be 
tween that company and the Niagara-Hudson and that company a 
the Canadian power interests than is known today. We know 
result well enough. No industry can buy power in the St. Lawren 
area without making terms with that particular group of interests. T 
Very much the same thing is true in the rayon industry. Here ther 
is practical control, through the control of the supply, over knitting ani 
weaving of rayon. That, I understand, is one of the few country-wid 
“blankets”, sharing distinction with the block booking in the movi 
industry, and, until recently, the “follow the leader” steel price policy. 
There is even more importance in knowing why those things happer 
than that they happen. I think it would be found that the real desin: 
to monopolize the market, either directly or through alliances, is lee 
an anxiety to make huge profits than a desire to be sure that th 
concern will continue to exist. As to results, one might compare thi 
steel industry with the highly competitive textile industry and, whet 
the comparison is finished, ask whether the country would be materialll 
better off if steel production were to follow the pattern of the textile mill: 
For it must be considered that competition in large scale indust 
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iterprise for a song; he can charge a lower price because he has no 
xed charges to pay for his capital; he can then bankrupt the next most 
aefficient producer ; et cetera. Only when the entire industry has been 
ankrupt and competition is reduced to the basis of their operating 
rofits does the condition arise in which any unit in the industry goes 
it of business. The economic law of competition works, no doubt; 
it the time taken for it to work is so long that we have not completed 
y cycle of that process yet; though it is just beginning to be completed 
the sugar production industry and perhaps in the textile industry. 

| My point is merely that it, by no means, follows that some concentra- 
on of power may not be desirable in certain industries. I am by no 
eans clear that, in some situations the controlled cartel may not liber- 
€ individuals in the industry a good deal more than uncontrolled 
mpetition. 


VI. Evaluation of the Job Done 


‘My hope is that the investigation of each industry will wind up with 
i evaluation of the job done by that industry, rather than, as in the 
se of previous anti-trust investigations, an assumption that any par- 
ular form is or is not wicked. As I see it, the real question is 
ether a good job is being done from all points of view. In the intro- 
ictory note a suggestion was made as to a triple balance sheet, which 
puld serve as some test. More specific headings as to which one would 
e to have an estimate are these: 

ja. The Amount of Employment.—Wage scale—hourly and annual; 
gularity of employment; conditions of employment. 

b. The Output.—Actually marketed; apparently needed. 

c. The Price-—Price is merely a method of distribution ; to what extent 
es it work? 

id. The Waste in the Process of Production and Distribution.—This 
st factor can be roughly measured by the direct costs (e. g. cost of 
= raw material and the direct cost of labor) set against the price to 
fe consumer. Unless this difference shows up in terms of net paid out 
jofits or accumulated surplus, it goes to individuals who lie between 
& producer and the consumer. These individuals find their means of 
hiking a living through just this process. In a sense, waste is a form 
‘taxation of the consumer for the benefit of a set of people in between, 
ho have to be taken care of somehow; the elimination of waste means, 
inecessity, finding some useful form of outlet for the people displaced. 
e. The Profit or Loss—From a commercial point of view, the job is 
aluated, at least partially, by profits or losses. “The results of any 
dit of the entire industry are likely to be surprising. It has been said 
ut the oil industry, for instance, works at a net loss in any given year, 
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though, of course, some units make very large profits. In this asp: 
operating profits only are important ; the distortion of them by 1 
financial structure is a relatively minor element. The operating pro 
indicate what the financial structure could be or ought to be. 

f. Improvement of the Art—Any fair evaluation of any industr 
process must include a study of the speed and soundness with whic 
has evolved. If it be assumed that there is virtue in improvement : 
the process, as such, that degree of improvement is worth noting. 

I am not altogether clear that mere swift improvement is desira 
in itself. Certainly it is not unless the results are promptly passed _ 
to the consumer and all costs involved in it are taken care of. FE 
instance, the evolution of labor saving machinery may lower the ¢ 
of production. It may also throw a great many people out of wo 
The cost of reestablishing the people thrown out is thrown off on 1 
community; except as savings of men involved may be used up. 
this sense, as things now stand, much of the cost of the improvement 
any art is paid for, not by the industry, but by other people financial 
least able to bear it. 

The problem is whether it is socially more desirable to have rapid 
developing technique in industry, irrespective of who is hurt in 1 
process, or whether it is better to have a regulated technique. 

Highly competitive development tends towards the first process 
cartelized form at least affords the possibility of the second. 

g. Life Created—I am unable to think of any audit of an indus 
without thinking of what happens to the people engaged in it. 

The automobile industry is highly successful from the point of vi' 
of production. But the life history of an automobile worker might t 
a wholly different story. Certainly, without some general notion | 
what the industry does to its people, we have no method of appraisi 
whether the industry is a good thing of a bad thing for the country a: 
whole—‘‘good” and “bad” being determined by the general average 
the health and happiness of the largest number of people. 


VII. Claims Against Industry 


If the system in any industry is to be judged by its effects, some i 
has to be made of the effects which apparently are desired. Anotl 
way of putting this is that some examination ought to be made of w! 
the industry is expected to do. - 

There are four main claims which are being advanced: { 

a. The Claim of the Consumer for the Product—This is a cl: 
for all goods or supplies which may be needed. This is not limiti 
merely to all goods and supplies which can be paid for commercial) 
A low price naturally increases the ability of goods and supplies i 
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‘avel towards need; a higher price impedes this. To this extent price 
s important: price is the method by which goods move from production 
oward need. It is, so far as I can see, the only reason why price has 
my importance at all. But there may be non-commercial ways of get- 
ng goods towards need, e. g., relief purchases, surplus commodity dis- 
ribution, community use, et cetera, which in greater or less degree cut 
Inder the price system. 

/b. The Claim of Labor.—For continuous work at an adequate rate 
f pay, labor organizations are establishing their claim almost entirely 
n terms of hourly wage rates and hours of labor. I think this is prob- 
bly short-sighted ; it would be more consonant with what they perhaps 
cally want if the claim were advanced in terms of annual income and 
ermanency of jobs, plus pensions and sick relief. Nevertheless, it ought 
» be possible to get some clear statement as to what the labor organiza- 
jons really are steering for. 

‘c. The Claim of Capital for a Return —This is historic; it involves 
pme-idea of the reward or hope which has to be held out to induce 
vestment of capital. Since most investment is at least partially risk- 
baring, this would be interest plus a premium for risk. 

)d. The Claim of Management—tThis claim has never been stated 
fd no one knows what it is. Management wants pay, of course, but 
also wants. prestige, power, et cetera. In a word, it wants very 
huch what most politicians and people in Government want. 

( One of the most important things that the investigation can do is to 
irve as a forum in which these various claims can be stated. If, indus- 
y by industry, there are certain sessions set aside at which each group 
n lay out what it expects the industry under investigation to do for 
we shall have brought the discussion measurably forward. ‘This 
ould clear the air in the whole field of labor; likewise in the whole 
ivestment field; and it is possible we might even get some more or 
ss rational ideas as to what is expected of an industry in dealing with 
He public. The “public” would be represented generally by the imme- 
late customers of the industry; at all events, I can think of no other 
jay of getting an intelligent statement of position. 


VIII. The Program 


‘It is obvious that no memorandum could undertake to lay out a pro- 
am in advance of the data. Certain observations may be worth 
insideration. 


Methods of Control are Meaningless Unless an Objective is Stated 


Senator O’Mahoney has worked out an extremely interesting bill to 
hense corporations. It has a variety of substitutes for Federal incor- 
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poration, desired by many statesmen from President Taft on. This 
a brilliant and apposite method of control. 
But unless the reason for the control and the result to be achieve¢ 
is accurately arrived at, it means very little. The individual licensi 
corporations would be merely an economic dictator; we should merekf 
replace a more or less management control by a more or less responsibbf 
political control unless very careful standards are laid down. A faa 
criticism of the technique of the New Deal has been that it indulges 
shotgun imposition of regulation without adequate definition of stanag, 
ard. Before the problem of ultimate control is taken up, the purpose a 
design ought to be definitely worked out, so that the normal methods c 
enforcement can cover the great bulk of the area, leaving administrativ 
processes to deal with the doubtful, the experimental, and the cloudy area 
If the argument in this memorandum is accepted, the design of an 
control undertaken should be to 


(a) provide more goods, better goods and cheaper good ; 

(b) to provide more jobs, better paying and steadier jobs; i 

(c) to provide continuous ready access to capital financing neede@ 
to create and maintain additional plant; to provide for t 
continued development of the arts. 


Where a high degree of competition will accomplish the result, i 
should be the method used. Where a high degree of cartelization unde 
suitable control will accomplish the result, that should be the methoc 
Where quasi-public ownership produces the result, use that. The a 
swers will be different in different fields. ; 


2. Control by Competition ' 


Legislating competition (unless all previous experience is worthlad 
simply does not work out. The unit which has the greatest numbe 
of governmental privileges (see section II of the memorandum, page 189 
accompanied by the best access to the capital market, and the best acces’ 
to markets and natural resources, will, of necessity, eventually eithe 
monopolize or dominate the field. q 
If really small scale units are desired, the really effective procedur 
would be to take away corporate privilege of limited liability. Men whi} 
are asked to sign their own names to their own notes will usuall 
be limited by the resulting risk. . 
I doubt if this possibility will be seriously considered. During th 
century in England (1720-1810), when corporations were virtual 
forbidden, the system worked until the end, but from 1800 on the pres 
sure towards large scale enterprise became unbearable; and the “Bubbbi 
Act” had to be repealed. 77 
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Failing this, it is probably more effective to assist competition, rather 
an legislate the large unit out of existence. This involves working 
ut a variety of expedients. 

a. Revised Methods of Capital Financing.—It has already been noted 
at small industry does not have the same access to the capital market 
does large industry. A small step in the right direction was made by 
ae change of the rules of the Comptroller of Currency with reference 
) bank loans and investments; but this is too limited a step to have 
neral effect. 

A real system of capital credit banks is plainly indicated; a system 
hich would have to be backed by a capital reserve bank (presumably, a 
vision of the Federal Reserve Bank) able to create credit, and to join 
contracting it when necessary. This calls for a separate study. 

Until this is done it is mere waste of time to grouse about “Wall 
treet.” ‘The Wall Street banking system is doing exactly what one 
ould expect it to do—no less and no more. If anything real is to be 
complished along this line, the foundation has to be laid for a capital 
edit system that really works. 

b. Methods of Taxation —The country has been through two or three 
hts in connection with corporate taxation, one of them having to 
with the undistributed surplus tax and another with its modification 
d attempt to repeal. A courageous investigation of the working of 
at tax would be worth doing, but (politics and predispositions aside) 
is fairly clear how it will come out. 

‘The undistributed surplus tax was put on under the theory that cor- 
rations today could be trusts for the perpetual accumulation—that is, 
uld go on accumulating income and adding it to capital without limi- 
ion. ‘This is true. Through compound interest a few corporations 
ild eventually control the whole United States. 

What was not realized was the fact that a high undistributed surplus 
, though it retarded growth of existing large corporations, gave them 
yerpetual franchise, not only to stay large, but to be the only large 
porations in existence. No small business could grow up to a point 
ere it could give its larger competitors any real battle. In conse- 
ence, every small business was in danger far more than the large; and 
ew it; which was the real reason for the revolt and ultimate modifi- 
ion of the tax. Arithmetically, there could be no other result. 
ilure to distinguish between investment and holding corporations on 
one hand, and operating or producing companies on the other, in 
ich the owner, though he might technically “own” the income, was 
oting it to building up a producing unit, frequently in the hope of 
wpeting against larger units, made the tax necessarily unequitable. 
rther, and still worse, the tax left it open to the large unit to increase 
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the area of its influence through marketing agreements, trade allianc 
and the like. ‘Thus it did not even prevent the expansion it was design: 
to remedy. There was a blissful ignorance of the fact that a “sma 
company” is not a matter of mathematics. A concern with a $75,00 
average income might be a large grocery store; but it would be a pitifuli 
weak steel or automobile plant. 

If it were really desired to create a set of competitive units, one 
the simplest ways of doing so would be to allow an exemption fra¢ 
undistributed surplus taxes—or possibly even from competitive incon 
tax—until the corporation reached a size equal to, say, 25 per cent of - 
largest competitor, provided the income were devoted to building plaa 
or paying debts incurred for that purpose. 

The reverse process, of making it impossible for any existing or fute 
small concern to fight a winning battle with the larger concern, whe 
capital structure and access substantially are already controlled, obvious 
destroys more competition than it can further. 5 

c. Access to Technical Improvements.—lIt is at least conceivable thi 
equality of access to all technical improvements might be granted « 
standard terms. Every invention could be made available to everyo: 
who desires to use it, provided the same royalty payment is made. 

What was desired through the operation of patent laws was to encou 
age invention. To some extent, probably, the ability of the patent 
to grant an exclusive license accomplishes this end; in theory, at leas 
he might sell the exclusive license, or secure commercial develop nex 
of his patent more profitably if he could grant such an exclusive licens 
But against this the fact that the exclusive licensee needs fear no compe 
tion for a considerable period of time; also, that much, if not mos 
invention is made in corporate research laboratories. i 

d. Non-competitive Fields—There are fields, of course, in whil 
competition does not work out. ‘This is particularly true of transpo 
tation; in part also of power; and, in my view, is true of many natu 
resources, especially oil. Here the real choice is between regulati 
monopoly and Government ownership. The analysis laid down ~ 
Professor de Viti di Marco in his “Public Finance’? is, I think, 4 
best in print. * 

Briefly, that analysis suggests that choice between Government — 
quasi-public ownership and private monopoly turns entirely on the r 
tive efficiency of the two forms of production in taking the product 
the need. Where the product is standard and uniform, where t 
inefficiencies of Government ownership are not materially greater th? 
the inefficiencies of monopoly, and where the greater actual use ¢ 


? First Principles of Public Finance by Antonio de Viti di Marco, translat 1 
the Italian by Edith Pavlo Marget, Harcourt Brace and Company, New one 19% 
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= developed from public ownership, the public ownership is preferable. 
‘There are other reasons for desiring certain fields within which Gov- 
mment expenditures may result in direct production of wealth; but 
ney need not be detailed here. 


Control by Regulation 


'In certain fields it will eventually become plain that either (1) there 
ill be no real competition or (2) competition cannot produce a balance. 
‘It is customary in certain circles to become violently excited at men- 
on of regulation, rather than competition. Much of this proceeds 
yom a lack of ability to distinguish between different kinds of business, 
hd rests on the assumption that competition will produce a balance. 

} The sound points of objection seem to be: Regulation is always inher- 
atly dangerous; it is often unsound to have Government boards making 
gulations, without assuming responsibility for the results. The 
ncay of the Interstate Commerce Commission is an admirable illustra- 
bn. - Regulation is always an attempt to generalize and I have yet to 
je a regulation, either of my own making or of any one else’s that 
jted the situation. Finally, there is always the certainty that, at some 
age in the history of a regulative body, the regulations will be used 
jr purposes which are either corrupt, political, or doctrinaire. Any 
| these three may produce violent and extremely unhealthy results. A 
chard Whitney running the Securities and Exchange Commission, as 
‘present constituted, could create a series of interests which would take 
ars to dislodge. Public utility regulations of many States have turned 
t to be a means of sanctifying privileges, rather than of protecting 
= public. 

The beneficial side of regulation is this: There are certain fields in 
lich we are not prepared either for monopoly or for public ownership, 
t where planning is essential to a secure economy. Here it way well be 
at some sort of cartel formation or other organization of the industry 
essential. 

'The fields in which this is true are likely to be these: 
(a) Fields in which the unit of industry is inherently large. This is 
Wrticularly true, for instance, of the steel industry; certain natural 
source industries; the power industry. P 
1(b) Fields where a planning of output is inherently necessary. This 
itrue of motors, of oil, possibly also of copper. I am not yet clear 
out textiles. For instance the motor industry in 1937 undertook 
gely to increase its output and sales. It did this at the cost of suspend- 
& much of its activities in 1938 and causing widespread distress in the 
stroit and Ohio area. Had any one of the companies undertaken 
laterally to limit its output, a competing company might—and prob- 
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ably would—have increased its output. Had the four major compan: 
entered an agreement to plan their output, they would have been liah 
to criminal indictment. Yet common sense would indicate some pla 
ning of output in the motors field; just as it does in the mining of cru 
oil. The market can be estimated; the need is approximately known; 
mere senseless over-stocking and shutting down accomplishes nothir 
(c) A third essential where the regulative or quasi-cartel syste 
might be appropriate is the dependence of a large number of people or 
reasonably continuous, reasonably even flow of the product. Agair: 
the obvious interest of the consumer and the theory (delighted in 
economists) of an elastic price, there must be set a simple fact. Y¢« 
cannot gamble with the economic safety of a large district simply in t' 
hope that the expansion of inventory will lead to a lower price, which if 
turn will lead to an expansion. ‘The expansion of industry may le 
to a lower price, but this in turn may lead to a spiral engendering t 
hope of further price cuts, which will stop activity for a period of tim 
during which an entire district is out of work and all economic pr 
cesses suffer accordingly. Meanwhile the human suffering occasione 
by the stoppage is extreme. . 


4. Areas of Direct Production 


I am pretty clear in my own mind that, within ten years, we shall 
forced into a vast expansion of direct production of one sort or anothe 
and that this is likely to be on a more or less regional basis, rather tha 
on a strictly industrial basis. The Tennessee Valley Authority may ve: 
well prove to be the great example in this regard. : 

The advantages are obvious. Production without interruption becav 
of annual fluctuations is possible; so is distribution without interventia 
of the usual cumbrous, wasteful marketing process. Local Gover: 
ment units, such as municipalities and towns, may be used to their fu 
efficiency, cooperative associations giving full scope for local initiati 
may be developed ; accessory activities of all kinds may be created. 7 

My feeling is that the constructive side of the report will need : 
develop the areas in which all control forms, namely, competition, re; 
lation and direct production, are used. As stated above, there is 1 
reason for assuming that any of the three is the sole answer for a 


industries, for any one industry, or for all localities. ; 


tT 


BOOKS —Regional Social Planning 


merican Regionalism: A Cultural-Historical Approach to National 
Integration. By Howard W. Odum and Harry Estill Moore. New 
York: Henry Holt and Company, 1938. 703 pages. $5. 


To meet the social needs of the United States in the Twentieth 
entury the authors of the newly published American Regionalism, 
r. Howard W. Odum of the University of North Carolina and Dr. 
arry Estill Moore of the University of Texas, recommend regional 
anning with an eye to the national welfare. And to prove the logic 
regional planning, they bring together a wealth of factual material to 
ow that regionalism is an ancient, respected and dynamic reality. 
Many examples are cited to show that regionalism is respected, if not 
Ways recognized. The authors, however, are not content with demon- 
fating that a region is a geographical entity and a cultural unit that 
anges its face and its significance with the development of the human 
ngs that comprise it. They believe that American democracy today 
ust prove itself, and that regional development through planning is 
f& means of meeting the crises. “The theme of American Regionalism 
jafter all, essentially that of a great American nation, the land and 
people, in whose continuity and unity of development, through a fine 
ulibrium of geographic, cultural, and historical factors must be found 
only the testing grounds of American democracy but, according to 
ny observers, the hope of western civilization.” 

Stress and strain in American society today springs chiefly from the 
msition from an agrarian to a technological way of life, Dr. Odum 
1 Dr. Moore point out. Aspects of civilization that ought to be in 
ance have become upset. To regain balance, particular effort should 
made to obtain balance between the introduction of new inventions 
| the capacity of people to assimilate them; agriculture and industry; 
jal life and urban life; individualism and socialization; natural re- 
irces and their exploitation; Government coercion and cooperation 
ed on customs; production and distribution of wealth; and work and 
sure, 

Where also must be, assert the authors, security, the promotion of 
ication and social welfare, and the adjustment of group conflict. 
i] of this means a reexamination of the Constitution, a reinterpreta- 
of the theory of powers and functions and especially an adaptation 
revitalization of its provisions in the light of regional inequalities, 
of many changing conditions in the modern world.” 

is made clear that regionalism is no end in itself. It is proposed 
ely as a social instrument to do work for which the States are too: 
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small and the National Government too big. Neither is to be sup 
seded by the region. Both are to be kept from stepping on one anothe¢ | 
toes by it. | 
“Regionalism is not a panacea, a ‘plan’ or a ‘cause,’ or an inflexili 
societal arrangement, but rather a product and a process, an organic pa 
of the great totality of the natural scene.” ; 
At the heart of regionalism is regional planning, orderly study 
society with the aid of recommending—not imposing—courses of actid 
But before social planning can be carried out on a regional and nation 
scale, Dr. Odum and Dr. Moore believe that the social technolod 
capable of meeting the demands of planning must be invented. if 
Laying the groundwork for regional planning as far as Americ( 
sociology is concerned, the authors declare, will require research that 
more scientific in method and analysis, and a synthesis of knowledd 
old and new, with that synthesis aimed at social discovery, interpretatit 
and invention. “Social planning . . . connotes design, specific, tech 
cal, workable ways of doing things set in priority schedules of ti 
and special relationships, as opposed to the mere ideological, education 
exhortative general motivation inherent in metaphysical theories” 
philosophical ‘isms’ and ‘systems.’” The danger in social plannii 
lies in irresponsible projection of schemes and inconsistent, quick-changii 
arrangements. Planning, the companion tool of our machine technolop 
requires thorough workmanship. 
The new book points out these salient aspects of regional so 
planning: ; ‘ 
1. There must be first of all an analysis and integration of the Pp 
ticular problems at hand. 
2. It must be kept in mind that equilibrium is the keynote of suce 
obtainable by mastery of a transitional society, such as the present. 
3. Analysis of the problem must yield basic principles that in turn wi 
make possible the framework of a flexible plan. 
4. Social planning in the United States must be only an extension } 
the Constitution. 
5. There must be specifications. 
6. There must be integration and coordination of effort. 
7. Skills must be devised to reach desired ends. q 
8. Procedure must be adapted to the setting and must be gradual 
Thus as the United States is called upon in the midst of a 


see 


and explained. American Regionalism reviews the theory, the vari 
broad aspects and the actual experience of people in diverse cult 
Above all, it stresses that the nation is but the manifestation of hum 
effort. That, to a democracy, is most important. Don BECKER. 
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VERYBODY knows today that war plays havoc with human beings. 
War memoirs, horror pictures, the pulpit, the press, the news 
reel, and a huge pamphlet literature have dinned this into the 
= consciousness of the present generation. ‘The school of thought 

lat saw war as a patriotic blood-letting which toned up the nation 

thysically and spiritually, based its ideas on the small wars of the 19th 
entury. The World War was another matter. 

) The human wastes of that war were so gigantic and wide-spread that 
+ was evidently not a health-giving blood-letting by means of a few 
latriotic leeches, but a serious hemorrhage which threatened to destroy 
1e body politic or at least leave it in a seriously weakened condition. In 
bite of this general conviction, there appears to be a lack of statistical 
ata which embrace all fields of damage done by war in general to 
yman beings. Or where there are statistics, they offer various prob- 
hms of interpretation. 

) Let me illustrate. The U. S. War Department lists the “Killed and 
Yied”’ of the World War for all armies as about 8,540,000. At the same 

me it lists as “prisoners and missing” 7,750,000. Assuming that only 

OD per cent of this total is counted as “missing,” would it not be fair 
add this 1,500,000 to the list of casualties? If, furthermore, an attempt 

‘made to study disease in the various armies, it will be discovered that 

hile practically all armies keep sanitary statistics, there is no uniformity 

hatever in reporting and keeping records. Each set of statistics must be 
died separately as to their meaning.’ More than that, it will be 
und that certain all-important periods have been entirely omitted by the 

lilitary statisticians. The U.S. Army, for instance, has published a 

bmplete health record of the World War period, but when one looks 

} Great Britain, you will discover that the Annual Report on the 
‘ealth of the Army was not published for the years 1915 to 1920. 

In studying war and crime, furthermore, it will be found that the 

atistics on crime reporting are wholly lacking in uniformity. In esti- 

ating the ravages of venereal disease due to war, it will appear that 
ilitary statistics suffer from concealment while civilian statistics are 
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wholly inadequate because venereal disease is not reportable in ma 
localities. - 

Bearing these and similar difficulties in mind, it is still possible to pr 
sent a terrifying picture of the waste of human resources in and throug 
war. Some of the topics which will have to be dealt with are: humag 
biology and war, in which the physical, the intellectual and the soci:® 
losses of life are included ; war and disease ; war and venereal disease ; w: 
and mental disease; war and crime; war and children; suicide in t 
armies, and similar topics. The total picture that emerges is one «— 
human and social disaster. The industrial system under which we liw 
results all too frequently in the same tragedy. But in war there is s§ 
dramatic concentration and acceleration of all these ills, so great th: 
an intelligent society might well pause before it indulges in mass slaughp 
ter. But we have a comforting way of hiding war victims in grave 
hospitals and asylums and then forgetting about them. It is necessan 
then to tear away this protective covering and to look at the grim realit 
underneath.’ a 


1. Losses of Lives in War | 


There are several important studies of the losses of life in war, includir 
Delbrueck’s Geschichte der Kriegskunst im Rahmen der politische 
Geschichte (3 vols.); Dumas and Vedel-Peterson: Losses of Li; 
Caused by War; Bodart: Losses of Life in Modern War, and other 
A great deal of cautious historical criticism had to be employed to wri’ 
these books, particularly that of Delbrueck. Ancient and medie 
writers were no statisticians, and a million to them meant the same a 
thousand. But out of all this detailed material three trends appes 
clearly: (1) the constantly growing number of men in the armies an 
the resulting increase in casualties; (2) the fact that battle casualti 
are, up to the World War, much lower than disease casualties; and ( 
the increasing threat to civilians due to long range artillery and tk 
airplane. 

The armies of the ancient and medieval world were necessarily sm 
Not only was the population of the world relatively small, but the meat 
of communication were primitive and the problem of supply for large 
bodies of troops was simply insoluble. In our own history we find at fir: 
the same small armies. At Bunker Hill the American army numbere 
16,000; Burgoyne’s campaign was fought with 6,000 troops; Yorktow 
found 9,000 Americans and 7,000 French arrayed against 7,000 Britis 
The first American standing peace-time army consisted of 80 men. — 

But the French Revolution and the 19th century changed all of tl 
Not only was there an enormous increase in population, in which worl 


2For a general summary, see H. C. Engelbrecht, Revolt Against War. 
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pulation more than doubled, but with the introduction by the French 
tevolution of the levee en masse, conscription, we are now dealing with 
le nation in arms. Napoleon still fought with armies of hundred 
lousands, but in the Franco-Prussian War (1870) there were almost 
‘million Germans in France. The World War enlistments in all 
kmies exceeded 66,000,000 men. 
‘Battle casualties fellow the same trend. Medieval battles are on 
n sord in which nobody was killed. In others, the casualties amounted 
a knights and a few commoners. But the statistics gathered by 
hrious historians show that casualties continued to grow with the size 
armies until they reach the staggering total of about 10,000,000 
ead in the World War. 
‘But battle casualties are but a fraction of the total deaths due to 
ar. Disease due to war is the great destroyer. Since we are dealing 
ith this in detail later, we shall leave the matter with the mere 
atement here. 
‘The third factor to be considered in regard to losses of life in and 
irough war is the fact that civilians are today in greater danger than 
rer before. It is customary to sneer at the threat to civilians. The 
ay this is done is to take a sensational prophecy, by writers like H. G. 
Tells, which predicts that entire cities will be wiped out in the next 
ar from the air, and to ridicule the prediction. But those very 
ebunking tactics are ominous enough. There was, for example, the 
ent statement of Professor J. B. S. Haldane before the United 
rvice Institution in London.2~ Haldane had just returned from 
bain and he apologized to his hearers for not stirring them with lurid 
jedictions of London’s destruction i in the next war. ‘That was all very 
ly. The fact was that “an air raid to which an enemy might assign 
big fraction of his flying force, would result in the killing of no more 
jan 50,000” in a single night. It happens that 50,000 is more than 
total of American soldiers killed in battle during the World War. 
NIt is worth citing some military opinions about future air warfare 
id its effect on civilians. General Douhet, of the Royal Italian Air 
brce, declared that in order to win, one must use “the least chivalrous, 
= most perfidious, the most diabolical of weapons, turning them at 
2ir maximum power upon non- -combatants, the aged, the women and 
children.” His motto was: “First the victory of one’s own country, 
en humanity.” 

flany military men have disavowed Douhetism, but their pronounce- 
nts as to future war are not much different. ‘The way to win,” 
d the former British Air Secretary, Lord Thomson, “will be by 
hless bombing of localities which in many cases would be densely 
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populated.” “Entire regions,” says the German General von Altrock 
‘Gnhabited by peaceful populations, will be continually threatened witltp) 
extinction. The war will frequently have the appearance of the de 
struction en masse of the entire civilian population.” “In spite of a 
international conventions outlawing the use of aerial bombardment og 
asphyxiating gases,” said the French General Pouderoux, “any futur! 
war will outdo in atrocity anything the past has to offer. Such a wag 
will be pitiless. It will mow down multitudes without distinction of agg 
or occupation.” 
Finally, we have the words of Stanley Baldwin. “The only defense, | 
he said, “is in offense, which means that you have to kill women ané 
children more quickly than the enemy if you want to save yourselves.” 
The wars in Ethiopia, Spain, and China bear out all of these prophets 
The civilian population has suffered enormously from airplane bombingg 
and long range artillery. It is altogether possible that civilian casus 
ties will equal, if not outnumber, battle casualties in another war. 


2. Human Biology and War 


These losses of life in war lead on to the question of the general effe 
of war on the population. It was fashionable for a time to speak o@ 
“Social Darwinism,” and to proclaim that war acted as an accelerateé 
natural selection by which the unfit were eliminated. ‘This doctrinig 
gained considerable adherence during the World War; it was opposee 
by many writers, including Novicow, Leonard Darwin, David Star 
Jordan, Vernon L. Kellog, Alexander Carr-Saunders, Harrison Hunt 
and others.* ; 

Perhaps there was once a process of natural selection on the physica 
side in former wars. But that has ceased long since. Ever since 
introduction of the bow and arrow, and particularly since the develop 
ment of fire-arms, this element has practically gone out of fighting 
Long distance killing is indiscriminate. A machine gun bullet or a bom) 
may strike the perfect physical specimen or it may destroy the child 
wracked by infantile paralysis. It is all haphazard. ' 

On the other hand, it is true that modern armies are composed of 
the physically most fit young men any country has. Rejections fot 
physical defects are exceedingly heavy, ranging up to 50 per cent of 
all applicants in Great Britain. Looking at it from this angle, th 
the very opposite of natural selection applies to war. ‘The physica 

* Novicow, La ates du Darwinisme Social; Leonard Darwin, Eugenics dur 
and the Breed, The Human Harvest and The Blood, of the Nations Vernon 1 
Kellogg, Military Selection and Race Deterioration ieeaiites Mt air Saunders 
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nost perfect men are enrolled in the armies and are killed or wounded, 
us doing great harm to a nation from the eugenics point of view. 

| That war leads to race deterioration has been charged by many. 
aid Charles Darwin in his Descent of Man: 

“In every country in which a standing army is kept up, the fairest 
oung men are taken to the conscription camp or are enlisted. They 
re thus exposed to early death during war or are often tempted into 
ice and are prevented from marrying during the prime of life. On the 
ther hand, the shorter and feebler men with poor constitutions are left 
t home and consequently have a much better chance of marrying and 
ropagating their kind.” 

Benjamin Franklin declared: “All the most vigorous, stout and 
yell-made men in a kingdom are to be found in the army.” Novicow 
is written: ““War produces indeed a selection, a choice of the worst. 
ihe young men strongest and most healthy go to war... . The more 
rfect the individual, the greater his chance to be killed. . . . On the 
her hand, the feeble and sickly elements . . . reproduce themselves.” 
ernon L. Kellogg has testified: “War to the biologist seems, above 
1 else, stupid. It is racially dangerous.” And Robert L. Duffus 
s given as his deliberate judgment: “Every great war leaves the 
meral average of health, strength, intelligence and morality a little 
wer.” 

All of this is in line with Kipling’s demand: “Send forth the best 
breed,” and with Schiller’s complaint that ‘‘war always devours 
e best.” 

Historically this consideration has led into many interesting specu- 
tions. It has long been fashionable, for instance, to attribute the 
-called fall of the Roman Empire to the fact that the people lost 
eir fighting qualities, that the Empire became pacifist. David Starr 
rdan and others vigorously combat this view. Jordan cites Seeck 
d many other historians in favor of the view that the continual wars 
Greece and Rome wiped out so many, and such excellent man-power, 
at both declined from physical exhaustion. 

Concrete evidence of the selection for war purposes of the best physical 
ecimens is easy to adduce. The U.S. Army in 1917 rejected 237,000 
afted men for physical defects. The U.S. Army rejects about one- 
ird of all volunteers who apply—for physical reasons. On St. Pierre 
d Miquelon, the two French outposts in the Western world, the 
orld War sought 800 men. Only 300 were found fit for service. 
hus the armies drain the best physical material out of all lands and 
war these are the first to be exterminated. 

But there are other angles to this situation. It is an interesting 
t that physical fitness and intellectual distinction do not necessarily 
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go hand in hand. Extremes must be avoided. A perfect physic 
specimen is not necessarily a moron, nor is an intellectual genius neces 
sarily a physical defective. Yet it remains true that an extraordinarili 
great part of the world’s work is done by men who would not qualifi . 
physically for the army. The army rejects men with bad eyesight, me 
with defective hearing, men who are tubercular, men who are undd 
size (a parade requirement). In Switzerland, Savoy and Lombardg 
for generations a goitre exempted men from military service. Yet aq 
of these men may be first rate minds and contribute a great deal to tk 
intellectual and social development of mankind. It is interesting tf 
speculate how many of the great human, scientific and social achiev 
ments of the world are due to men who are physically incapacitated i 
one way or another. 
On the other hand, it must not be assumed that physically perfee 
men who serve in the armies are idiots. ‘There is considerable ar 
disturbing evidence to the fact that war does great damage to tk 
intellectual life of nations. One way to approach this problem is t§ 
examine the university rosters for men enlisted and killed in wa: 
There is Harvard, for instance, and its World War record. Harvar 
students are undoubtedly a selected group who stand out in the gener 
population and possibly even among universities. World War recorc: 
show that 30 per cent of eligible Harvard alumni entered the army, whili 
only 11.67 per cent of the same age groups (25-44) of the generz 
population became soldiers. If the lower age group of 23-24 is taken 
Harvard men showed a ratio of 56 per cent in enlistment, while thi 
general population ratio was 46.7 per cent.® 
The same holds true of other universities. LL. P. Jacks has pointes 
out in the Hibbert Journal that of a normal total of 3,500 student 
at Oxford not more than 750 returned to the university in 1914 ani 
that this small number was rapidly reduced as the pending commission 
were allotted. He concluded that “the best—morally, intellectual: 
physically—have gone. With rare exceptions only the weaklings re 
main.” A general study of universities would probably show the samm 
trend. And not only for the last war, but for most modern ones 


students at the University of Mississippi fought in the Civil War at 
that the death rate was very high. 
Lloyd George boasted that “our most brilliant scholars of Oxford an 
Cambridge” are in the army. And Colonel Thomas Wentworth Hig 
ginson explained this by pointing out that “there is no class in thi 
republic from whom the response of patriotism comes more promptl! 
and surely than from its most highly educated classes.” 4 


5 Harrison Hunt, op. cit. p. 24. 
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Because university men are physically fit, unmarried, trained, and 
notionally susceptible, they are to be found in wars in great numbers. 
rhe resulting damage to intellectual life is great. This is not the place 
br it, but it would be devastating merely to list the scientists, the poets, 
ae scholars, and the young intellectual geniuses of great promise who 
ere wiped out by the war. The group is typified by young Otto 
raun, German genius who was compared to Goethe in his intellectual 
iterests and powers. Young Braun was killed in the last months of 
i¢ war, just 17 years old. 

Among other damage done by military selection one more example 
ay be mentioned. Stanley Baldwin complained some years before his 
tirement that the only reason he remained at his post was that the war 
d wiped out most of the succeeding generation of public servants 
ho in the ordinary course of events would have taken over. It is 
ident, then, that modern war does enormous damage, physically and 
ellectually, to every country that engages in it. 

‘Bernard Shaw summarized the situation recently in a radio talk.* 
| dislike war,” he said, “not only for its dangers and inconveniences 
it because of the loss of so many young men any of whom may be a 
jewton or an Einstein, a Beethoven, a Michelangelo, a Shakespeare, 
even a Shaw. Or he may be what is of much more immediate 
portance, a good baker or a good weaver or a builder. 

“If you ever think of a pair of combatants as a heroic British St. 
ichael bringing the wrath of God upon a German Lucifer, then 
u may exult in the victory of St. Michael if he kills him with 
machine gun before he can get to grips with him. In that way you 
| get an intense emotional experience from war. 

‘But suppose you think of the two as they probably are: say, two 
od carpenters taken away from their proper work to kill one another. 
hat is how I see it; and the result is that whichever of them is killed, 
‘loss is as great to Europe and to me.” 


i Suicide 


‘But the loss of human life in war and war preparations is not due 
iy to battle casualties. Suicide and various kinds of disease kill and 
im many more than are eliminated in actual fighting. Let’s take 
icide first. 

Suicide statistics are not wholly reliable for various reasons.’ Fairly 
urate statistics are kept in the armies and the navies, but in civil 
many unsolved murders are simply listed as suicides. ‘The greatest 
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difficulty, however, is the fact that attempted suicides are not dealif 
with in the statistics. ’ 
Emile Durkheim pointed out in his well-known study of suicide thag® 
suicide is 25 to 900 per cent higher in military than in civil life fo 
the same age levels. He proves this by many elaborate tables of statisticoy 
That fact seems to hold to this day. The Annual Reports of the Se 
retary of War for the period 1927-1936, for example, lists the suicide 
in the U. S. army in times of peace. Compared to suicides in civiliaay 
life, these figures show a military preponderance of about 3 tol. Cor 
pared to the same age levels in civilian life, the military preponderance 
is at least 4 to 1, for the military age of 21 to 45 shows in general 
low suicide rate among civilians. 
An analysis of military suicides will show that the rate of selil 
destruction has been steadily declining in the last century. It wi) 
demonstrate further that the percentage of suicides among officer: 
particularly non-commissioned officers, is much higher than in the rani 
and file; that the greatest number of suicides occur during the first sii 
months of army service and then after many years of service in thi 
army; that more volunteers commit suicide than conscripts; that suicid 
is more prevalent among the best troops than among indifferent levies. 
What are the reasons for this high suicide rate in the armies? Thai 
question is not easy to answer, since the chief actor in the tragedy is na 
able to answer questionnaires. But it is easy enough to get significar 
data which point to the probable answer. The troubles of soldier suicidd 
can be analyzed and, more accurate, attempted suicides reveal the reasor 
why they sought to kill themselves. Two Italian doctors, Leone Latte 
and Giuseppe Sacchini, have published case studies of 170 Italian soldier 
who attempted suicide during the World War.® 3 
Curiously enough, these records show that while the war itself playes 
a role in the motivation of these attempted suicides, it was not the maj 
cause. Only a few of the soldiers had been in the fighting and fewe 
still had been wounded. Some did attempt suicide immediately afte 
induction into the army or when the army reached the front. Bu 
most of them had other reasons. 1 
It would seem that the reason for the high rate of suicide among 
soldiers is army life. Military discipline develops an attitude of unque 
tioning obedience, an attitude of submission and passivity and an it 
personal contempt for life which destroys all individuality.’ Suicid 
then becomes not the supreme effort of despair which it frequently 
among civilians, but a matter of minor importance. : 
; a Pate: : a | 
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There is further the narrow life of the barracks in which trifles 
ssume cosmic importance. An officer who is not seated according to 
ank at a regimental dinner, who is reprimanded for poor leadership 
t maneuvers, who is refused promotion when others of like age and 
ank are advanced—sées in these sufficient reasons for suicide. A private 
tho failed to secure a leave of absence when a good time had been 
anned, who is publicly reprimanded or suffers an unjust punishment, 
ho is not in the best of health or who has suffered disappointment in 
ve, may find any of these sufficient reasons for ending it all. 
‘To these petty reasons must be added the important factor that the 
eans of self destruction are always ready at hand. Civilians frequently 
k guns, they may dislike knives, they are ignorant of the proper drugs 
‘they are uncertain as to gas or a jump from a high bridge or a tall 
ulding. But the soldier need merely reach into a holster at his side 
d he is ready for the trip to Avernus. 
/ War, too, shows a considerable number of suicides. The American 
smy, for instance, during the World War, listed 967 suicides. But 
me steady list of casualties in peace-time armies points to the fact that 
ven the preparation for war is a persistent drain on human resources 
ive to the high suicide rate among soldiers. 
| Disease 

Even more is this true of disease. War and disease have always 
ten fateful partners. “Soldiers have rarely won wars,” says Dr. Hans 
nsser. “Chey more often mop up after the barrage of epidemics.” 
lriedrich Prinzing’s study in the Carnegie series, Epidemics Resulting 
om Wears, presents a general survey of this subject down to the 
pikan wars of 1912-1913. Dr. Zinsser’s Rats, Lice and History is 
breezy account of typhus and war. 
The diseases which have generally followed or accompanied wars are 
phus, bubonic plague, cholera, typhoid fever, dysentery, smallpox and 
jurvy. Uptothe World War, the disease toll of war was always greater 
in the battle toll. This was partly due to the primitive character 
i medical science and to lack of medical preparedness for war. Much 
| this has changed. Medicine has made astounding progress, par- 
tularly preventive medicine. Armies, too, are cared for medically as 
er before. During the World War, for instance, the U. S. Army 
id the services of 2,089 commissioned medical officers and 32,351 
ysicians. 
In spite of that the World War period was marked by the pandemic 
influenza which killed 25,000,000 in all parts of the world. Most 
these were probably civilians, although the armies suffered heavily 
30. The American army had 316,089 cases of the flu and 40,000 
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deaths, while the typhus epidemic in Serbia in 1915 was so severe th 
it virtually stopped all fighting on the Austro-Serbian front for si 
months. 
Wars have always been favorable to the spread of disease. Worr: 
anxiety and fear break down resistance ; famines make the task of disea 
germs easier; the crowded conditions and close contacts of soldiers, tk 
unsanitary life in the trenches, the rats, lice and cooties make the sprea 
of infection unavoidable. : 
It is impossible here to summarize the history of wars and disease. 
is marked by a certain terrifying monotony. Certain landmarks, ho 
ever, stand out. The Crimean War of the 1850’s shocked Engla 
into the realization of the ravages of disease in war. Six times mo: 
soldiers died of disease than of gunfire. ‘The unspeakable conditions : 
the Crimea finally resulted in the sending of Florence Nightingale ar 
the beginnings of systematic care for soldiers. Henri Dunant’s appe 
based on the frightful experiences after the battle of Solferino in 186. 
led to the founding of the Red Cross and to expert and concerted ai 
to soldiers in war. 
The Austro-Prussian war of 1864 was marked by the disastro 
cholera epidemic which Bertha von Suttner described so vividly in he 
Nobel-crowned volume, Nieder mit den Waffen. ‘The Franco-Germa 
war of 1871 was noted for its devastating smallpox epidemic which : 
turn led to compulsory vaccination. In spite of all, the disease toll « 
war continues, particularly among the civilian population. It is r 
surprise to read of the widespread epidemic precautions being taken - 
Spain and China today. Without them, large portions of the populatic 
would be wiped out. The toll is heavy enough, as is. ; ' 
In the American Civil War the disease deaths in the Northern armi! 
were four times greater than the direct battle deaths. In the Spanish 
American war they were ten times greater. Modern medical advan 
has eliminated many diseases and the coordinated efforts of medical mel 
have brought it about that for the first time in history, the World W2 
showed fewer deaths from disease among the soldiers than from gunfi 
But the danger is ever present and has shifted somewhat to the civilia 
who receive secondary consideration in times of war. This is particular 
true of countries which do not have a surplus of medical men. In Serbii 
during the World War, there were cities of 50,000 inhabitants whid 
did not have a single doctor. The 400 medical men of the count 
were mostly busy in the army and 125 of them died there of ty 
Only the sending of an international medical mission saved the cou: 
from worse ravages than it suffered. oa 
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‘There are special phases to the problem of war and disease which 
eserve attention from the point of view of wasting human resources. 
ine of these is Mental Disease. “There has probably always been some 
ental derangement due to war. Some medical men even cite an 
cample from ancient Greece recorded by Herodotus. But whatever 
ippened previously is nothing compared to the World War. “War 
urotic states,” says a writer on military psychiatry, “have an intimate 
lationship with the conditions under which the Great War was 
sught—the enormously high explosives, special trench warfare, poison 
ses and horrors that were not present to any extent in previous wars.” 
‘he terrifying thing is that these conditons will be accentuated in 
ture wars. 

“Medical men were at first deeply puzzled by shell-shock. They 
msidered it a form of malingering and had no patience with it, 
articularly since the victims were counted by the thousands. But 
ter a time they understood. The tragedy of shell-shock or similar 
eurotic states resulting from war is that they continue their work 
r years after the fighting is over. In many cases they do not appear 
til years after the end of the war. A careful newspaper reader 
ill read every week or so of murders or suicides or other abnormal 
tion by some mental disease victim of the World War period. One 
the most touching recent incidents was that of the war veteran who 
terrupted the services on Armistice Day in England and denounced 
e new British king for preparing for more murder. The irony of it 
as that this truth-telling veteran was confined in an asylum. 

‘Dr. Philip B. Matz has prepared a table on the expectancy of mental 
sease in U. S. war veterans.® It is a rather disturbing compilation. 
e finds that every year some 4,000 new cases of mental disease will 
cur among U. S. war veterans. ‘These cases will keep on growing 
‘om a total of 18,000 in 1929, to 40,000 in 1950. After 1945 their 
mber will increase every year, while up to that date they will decline. 
1950, he estimates, there will be almost 41,000 war veterans afflicted 
ith mental disease. 


Venereal Disease 


Another special phase of the disease problem is venereal disease. 
enereal disease is a scourge fostered especially by militarism,” said 
ernon L. Kellogg. “It is the cause of more hospital admissions than 
y other disease.” It’s an old story. Whatever the history of syphilis 


Philip B. Matz, “Future Incidence of Nervous and Mental Disease among Ex- 
ryicemen,” American Journal of Psychiatry, vol. 9, May 1930. 
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in Europe—whether brought from America by the sailors of Columb t 
or whether unrecognized until then—it broke upon European cong: 
sciousness in the campaign of Charles VIII before Naples in 1495. Th 
Germans, Swiss, Albanians, Rumanians, Venetians and French whl 
made up the armies of Charles carried it back to their homes. Th 
nations called it the “French disease,” the “Neapolitan disease,” thi 
“English disease,” none of them wishing to take the blame for it. 

Prostitution has always been tied up closely with armies and war.’ . 
In the early armies it was more or less haphazard, but as war becamnp 
systematized, prostitution did also. Just as in civil life there is > 
difference between the French system and the English system in rege 
to prostitution, so there is also in the armies. ‘The French syster 
so-called, does not make prostitution a criminal offense, but controls : 
through the police, while the English-American system legislates agains 
prostitution, but does not attempt to enforce the laws rigidly 
persistently. ; 

In the war-time armies, particularly during the World War, thal 
difference tended to disappear, due to the fact that the British an: 
Americans fought on French soil, and the French rules as to prostitu 
tion were in effect. These rules called for a system of what might bi 
called “military prostitution.” The high commands of the armies wer 
very eager to keep down the ravages of venereal disease, so they trie 
one expedient after the other in order to achieve this goal. There wer 
in all the base towns licensed brothels, in which the women were sys 
tematically inspected. But the inspections were so hurried and slipshoe 
that they availed little. Attention was then centered on the soldiers 
Prophylactic kits were given to the men and medical inspections wer! 
frequent. 


ease in the World War armies was enormous. The French army 
estimated its venereals at 1,600,000; the Austrian army counted betw cer 
700,000 and 800,000 venereal cases; the British discharged more than 
300,000 venereally diseased soldiers and sailors at the close of the wal 
The American army listed 338,746 venereal cases in France. All o 
these figures are probably understatements. 

Such figures spelled military disaster and the most rigid measuret 
were taken against infection. There was some attempt to stop prosti’ 
tution entirely, but this was felt to be against the “military tradition. 
Then the sources of infection were sought out, but it was discovere 


that there were many sources which could hardly be controlled. There 


%” Haberling, Das Dirnenwesen in den Heeren und seine Bekaem: 5 ; 
ey Sittengeschichte des Weltkrieges. 2 vols.; George Walker, Wenetoat Bisas 
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was also some deliberate infection by the soldiers as the easiest Way out 
of the war. Finally, the most rigid rules were forced upon the soldiers 
and these did have some results, particularly in the American army. 
Venereal infection decreased from 76 per 1,000 in November, 1917, to 
9 per 1,000 in September, 1918. 

It is highly probable, though difficult to prove, that the venereal 
lisease engendered by the World War wrought havoc in the civilian 
population everywhere. ‘The difficulty is in proving it statistically. 
eporting of venereal disease is still more or less of guess work and 
he increase shown in the figures in 1919 and 1920 have been interpreted 
n various ways.1' But it would seem certain that the venereals return- 
ag from the war without having effected a full cure were a potent 
jource of infection for the civil population. 

The same difficulty as regards statistics confronts the student as to 
yeace-time armies. Figures have been cited to show that venereal cases 
jn peace-time armies are one-sixth of those of the general population; 
)thers show that they are 100 to 350 per cent higher in the army and 
avy. An army study made by the Surgeon General’s Office in 1915 
eems to point to approximately the same venereal rate among civilians 
jnd soldiers.” 

At present there are the most rigid rules in force as to prophylaxis 
the U. S. army and navy. “Prophylaxis is mandatory in the army 
ind navy,” says a recent newspaper report. ‘Protective sheaths are sold 
from 2 to 5 cents. On many ships of the navy, the sheaths are 
ven free if the general ship’s store is making a profit and can afford 
ip purchase the protective coverings. Venereal inspections occur fre- 
ently and at unpredictable intervals. Suspicion of infection means 
immediate hospitalization with penalties if the victim has been guilty 
f concealment.” Fines, loss of pay during hospitalization, and serving 
t lost time after the end of the period of enlistment are the usual 
inishments for contracting venereal disease. 

| In spite of all such precautions, the army venereal rate for 1936 was 
10.1 per 1,000, while the navy’s record was 75.56 per 1,000. These 
Wgures indicate great improvement. From 1904 to 1912 the army 
Ngures, in spite of all precautions, were never lower than 116 per 
1000. During the World War they rose to 109.08 per 1,000 for the 
hite troops and 689.12 per 1,000 for the colored troops. It seems a 
Mir conclusion then that wars are breeders of venereal disease and that 
ey spread it to the civilian population. Particularly is this true in 


11 Louis I. Dublin and Mary A. Clark, ‘“‘A Program for the Statistics of Venereal 
iseases.”—Public Health Reports. Reprint No. 718. 1922. The figures listed 
2 239,502 for 1918-1919 and 326,117 for 1919-1920. dy 

Edward B. Vedder, “The Prevalence of Syphilis in the Army.” U. S. War 
epartment, Office of the Surgeon General. Bulletin No. 8. June 1915. 
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the American-British system, where venereal disease is still considerec 
a just punishment for sin. : 


7. Crime 


The social destructiveness of war is evident further from consideration 
of the increases in crime during and after wars. ‘Toward the close o: 
the World War, for instance, a French and an American student 0: 
criminology issued warnings that it was time to do some preventiy 
work as to the crime wave which was almost certain to follow the ena 
of the war.!* Experience had shown, these writers declared, that pre 
vious wars had inevitably been accompanied and followed by crim 
waves. Such insight is rather old. It is to be found in Erasmus ana 
Thomas More, but it is frequently forgotten. | 

To prove this contention statistically, it is necessary to recognize the 
confusion which now exists in crime statistics. As Thorsten Sellin ha: 
pointed out, crime reporting differs as to the age limits of juvenile crime 
there are differences between registered and unregistered areas; ana 
most statistics are based on convictions and not on crimes committe 
The best method to follow in this analysis therefore is to take th 
statistics of individual types of crime, such as murder, theft, rape, etc. 
and to get a picture of the situation from these. a 

The World War situation was rather fully studied for various coun 
tries. In the Carnegie series there are two studies on the crime situation 
in Germany and Austria.‘ The periodical literature of various coul 
tries contains analyses of the situation in Czechoslovakia, France ana 
Italy. Comparisons with other countries appear in these studies also. 

Let us consider the soldiers first. In times of peace, the home, the 
school, the church, and the general social code frown upon murder 
robbery, adultery, and similar actions. But war breaks down thes: 
inhibitions. ‘When a nation,” says the eminent psychiatrist Dr. A. / 
Brill, “which held murder in horror, broke out in sturdy anthems 0 
praise for killers and killings,” it opened the floodgates of crime. Durin 
the war, the soldiers are under strict discipline and they are forced to obe: 
the military rules. But when the war is over and they find themselv 
neglected and jobless, the ordinary inhibitions of the social code do r 
stand up any more. 

The result is that the returning soldier, particularly when he is i 
economic difficulties, takes to crime. After the American ee 


q 


13 J, A. Roux, “Ce que sera la criminalite apres la Guerre,” Revue Politi @ 
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the warden ae a Pennsylvania prison found that nine-tenths of the men 
M prison were ex-soldiers, who had been “more or less incapacitated 
and demoralized by an apprenticeship to the trade of war.” Many 
of these were really mental cases, as the warden insisted. After the 
World War a survey of 1922 showed that there were 20,000 war 
veterans in U. S. prisons. In Wisconsin, the war veterans made up 
bne-fourth of all prisoners. 

Some of these were guilty of murder. The influence of the war on 
murder has been graphically illustrated in such moving pictures as 
“They Gave Him a Gun” and “The Road Back.” But interestingly 
tnough, murder is not the crime which increases most due to the war. 
The greatest increases are noted in crimes against property. To some 
pxtent, as crime commissions have testified, this is the influence of army 
ife. While theft is frowned upon by the soldier’s code, stealing from 
the government is not a crime but an accomplishment. So the returned 
joldiers, particularly those who are in economic straits, turn to robbery 
nd theft in order to make a living. 

! More important, however, is the influence of the war on the civil 
bopulation. Those left behind suddenly find a great let-up in social 
Jestraints. Others find themselves in economic difficulties and cannot 
Net their daily bread. And around about them are war profiteers 
Inaking their millions out of the conflict. ‘The result is a great increase 
in crime. 

Some of this increase is noted in murders. The wave of gangster 
illings in this country in the 1920’s has been ascribed partly to the 
World War. ‘The boys who are killing now,” says Dr. Brill, “were 
even, eight, nine and ten then. “They waged mimic wars with tin 
oldiers and they chose for their hero-worship the man who had brought 
own 15 enemy planes, who had bayoneted 20 foemen in a bull rush 
oss to the waiting trench.”” The war was certainly a factor in this 
iad history of the 1920’s, but it was not the only cause. 

As with the ex-soldier, so also with civilians, the greatest increase in 
rime was shown in the offenses against property. Much of this was 
1otivated by economic need and destitution, particularly in the de- 
pated countries, where economic stress was greatest. The most dis- 
irbing part of this crime wave was the fact that it involved so many 
f that part of the population which had hitherto been untouched by 
rime. Juveniles, women, public officials, and similar categories which 
Jad made up a small percentage of criminals, now crowded the courts 
d prisons on serious charges. For years, practically all countries were 
sturbed by brutal crimes of violence and by daring robberies, and the 
ople who committed them were generally novices at the game. 
eeraming x up, we find that war creates a disregard for human life 
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and property rights and, since it is so frequently accompanied by economy 
stress, it intensifies the normal relation between poverty and crime. I : 
the absence of so many men, the task of getting a living devolves upod 
women and, when times are hard, mothers steal bread for their childrer 
Illicit sexual relations become common and result in a great increas 
in infanticide. Juveniles, sensing the loosening of social restraint} 
likewise enter the ranks of petty criminals and gangsters. And finally 
when the soldiers return, they, too, contribute new recruits to thi, 
army of crime, because they cannot adjust themselves to normal, peace} 
time life, or because they are jobless and hungry. ; 


8. Children 


A word about another social damage done by the war: the demoram 
izing influence on children. With the coming of the airplane, wome 
and children have become prime targets of war. ‘The ferocious air raic§ 
which characterize the Spanish and the Far Eastern wars today offe 
ample confirmation of the disasters war brings to children. ¥ 

But children are not only the victims of bombs and shells, they becom 
orphans and refugees and derelicts in great numbers. The World We: 
made 9,000,000 orphans. In the present Spanish War, the Rebew 
already count 90,000 war orphans and the Government is harboring 
1,250,000 refugees, many of whom are children. Children from Spang 
are not only gathered together in special children’s camps in Spain, bu 
have been sent to England, Sweden, France, Russia, Switzerland, Mexia 
and other countries to save them from the fury of war. 

War also creates nervous and highly strung children. ‘The descrip 
tions of the war refugee children from Spain as they arrived in Englar 
are so vivid and ominous that one can well picture the permanent damag 
done to these young lives. 

An appalling illustration of what happens to children in wa 
afforded by the “wild children” of Russia, the bezprijorni. Nobo 
knows what their exact number was, but they numbered millions. The 
were youngsters ranging from the ages of 8 to 16 who suddenly four 
themselves without anyone to care for them or to supervise them. T 
entire burden of sustaining life fell upon themselves. ‘They organiz 
into gangs ranging from 50 to 500, elected their leaders and lived lik 
primitive nomad tribes. 

“They roam through the country like wild dogs,” said one observes 
“and like migratory birds they pass from north to south according + 
the season of the year. .. . They ride under freight cars and locomotive 
hang on to any support or congregate on the top of coaches. ‘They ree 
with vermin and filth, are clothed in indescribable rags and smell lik 
open sewers. Affected by infectious and sexual diseases, they kn 
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leir poisonous weapons well ; the mere danger of being bitten or touched 
them frightens adults away. Nights they stay in cellars and broken 
own buildings, in old mills and barrels, unused stoves and freight cars, 
ad during the day they roam the countryside plundering and stealing 
hatever they need.” This problem of the bezprijorni presented one 
the most difficult jobs imaginable to the Soviet government. It was 
plved with infinite patience and enormous expenditure of time and 
ergy. 
‘Consider further what happened to the children of the defeated 
ations, especially those of Germany, Austria and Hungary. A blockade 
ad been in effect which starved 500,000 children to death in Germany. 
ood and clothing were scarce and Hungary had to feed 1,000,000 of 
s children—exactly half—while in Austria more than 90 per cent of 
e children were underfed during the war. ‘The results in rickets, 
mberculosis, and in weakened and deformed bodies can readily be 
agined. The American Relief Mission in Germany described the 
arrowing fate of the children in Central Europe for all who wanted 
see. 
It may be mentioned here also that the birth rate in most countries 
eclined very sharply. So many men were in the armies or had died 
at many women did not know how they were to take care of other 
ildren, since the ones they had were suffering severely from the war. 
So we get a most disastrous picture of the waste of human resources in 
ar. War wipes out many of the best and most promising people in a 
ation, physically and intellectually ; it is accompanied by epidemics which 
ll their thousands and by venereal disease and mental disease which 
aim their tens of thousands. It furthers crime and juvenile delin- 
mency and works unspeakable havoc among children. Perhaps an 
derstanding of the enormous social and human costs of modern war 
ight give governments pause before they embark upon the bloody 
nture. 
Meanwhile, it would seem to be necessary to introduce the study of 
jar into the school curriculum. Not so long ago there was a revolt 
‘ainst pure political and military history, because they gave a lopsided 
Kcture of human development. The complete elimination of war, 
)wever, from the curriculum is just as lopsided. Wars play enormous 
rts in the economy and in the social history of nations. Yet economic 
Ixtbooks by and large pass it over and the historians have remained 
irgely with the causes and the political and economic effects of wars. 
salistic history and economics ought to include a study of the human 
astes of war. 
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Planning and Nationalism 
By 
ADOLF STURMTHAL . 


AALTER LIPPMANN’S argument in his latest book “The Goo 
Society,” that planning can be successful only if directee 
toward military objectives, has been effectively refuted fromp 

a technical point of view by Mr. George Soule (PLAN AGE 
January 1938). It is admittedly much easier to provide for the ree 
quirements of an army with a very limited variety of wants which ca 
be easily foreseen and estimated. Planning for peace may be ic 
difficult, but technically it does not offer any insoluble problems. : 
system of “trial and error” under which we live today could be adaptee 
to a planned economy without rendering inevitable any substantiag 
limitation in the diversification of consumers’ demands. ; 

It is therefore hardly this technical problem which could give a read 
basis to an argument of Walter Lippmann and others which may be 
put this way: planning is incompatible with that sum of individuas 
rights which we usually lump together under the slogan Personas 
Liberty. To get at the bottom of this problem a basically differem 
approach seems to be necessary. Not the technical, but the sociologicay 
problem of planning in our world involves the danger of planning 
war and the consequent destruction of personal liberty. ‘The regimen 
tation of life is not a condition necessary for economic planning, but given 
certain conditions is the easiest way out of certain difficulties involves 
in planning. ‘To recognize this is the best way to avoid the danger. _ 


I, 


In his contribution to the study on problems of democracy, prepared by 
the New School for Social Research, Professor Gerhard Colm propoundd 
the theory that the concept of ‘general welfare” could serve as a yardstick 
in planning and would be sufficiently clear to enable planning authoritiee 
to take any decision which might be necessary. Unfortunately this holds 
good only as long as we move in the realm of generalities. Professo: 
Colm himself cites as an instance the general interest of the communi 
in an economic recovery. But as soon as we descend from these generah 
to more concrete terms and problems the question rapidly becomes! 
more and more intricate and the yardstick of the “general welfare” 
loses its usefulness. The goal of action remains undisputed, but the 
ways and means to achieve that end become the object of bitter strife 
Partly it may be a dispute on technical questions (i. e., whether any) 
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roposed method will in fact help to achieve the end) and to some extent 
ience may be able to decide. But there are many alternative methods 
p achieve the same end and the strife between them develops very soon 
ito a struggle between opposed class or group interests which try, of 
purse, to hide themselves under the cloak of general interests. It is this 
roblem of an acceptable yardstick which seems to be the basic problem 
f planning in a democracy. 

Under liberal laissez-faire, when the state “polices the ring” without 
uch interference with the struggle going on within, the problem of 
yardstick for economic policy rarely arises. The principle of laissez- 
ire was considered as a sort of natural order. Pure laissez-faire, of 
purse, never did exist. But any interference by public authorities with 
fonomic conditions was considered an exception and based on widely 
cepted concepts of public welfare. 

On the other hand, when state interference with the economic process 
ases to be exceptional and develops into common practice, the problem 
an acceptable yardstick immediately presents itself as a main question 
f political life. And it becomes a vital problem during a depression 
hen the so-called automatic forces of recovery delay too long in turning 
le tide. The “interest” or “pressure” groups, which even in normal 
ies constitute one of the characteristics of the modern political scene, 
Ke on a new and sometimes ominous significance when state action 
ring a depression becomes the dominant force of economic life. It 
comes a matter of life or death whether any given interest group 
n obtain state action in its favor. And at the same time the number 
‘pressure groups grows by leaps and bounds for two main reasons: 
je number of enterprises which depend on state help increases, and 
ferest groups divide into factions as state action permeates details of 
sonomic life. 

There are, of course, many forms of state action with regard to 
onomic life which do not split up existing interest groups. Other tradi- 
)nal forms of action, such as a protective tariff, affect differently 
‘rious interest groups without necessarily leading to conflicts inside 
ger interest bodies. But many forms of state economic intervention 
hich have been witnessed within the last ten years or so, contribute 
fongly to the disintegration of interest groups. 

e diversity of interests between different pressure groups, which 
der laissez-faire capitalism has its natural expression in economic 
npetition, develops into a struggle of each against all for influence 
the authorities on whose action the fate of economic enterprises 
y depend. This growing diversity of interests and corresponding 
itting-up of interest groups into smaller units during a depression is 
ompanied by a growing intensity in their struggle for influence on 
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the state and its agencies. All these interest groups claim, of courss 
that their selfish interest is actually a general interest and that failun} 
to comply with their demands would necessarily bring about unbearab! 
hardship and social destruction for all, or at least for a large part of th 
community. ; 
This tendency toward the dissolution of existing interest groups int 
smaller units, and the growing bitterness of the struggle, has everywher 
been clearly visible, especially in some European countries during th 
great depression. Where procedural conditions—as for example, prep 
portional representation—permitted, the tendency has brought about '— 
multiplicity of small political parties stressing the demands of certai 
narrow interest groups. In other countries, it expressed itself in 
loosening of existing parties or in the organization of “pressure groups 
outside the political parties; in many cases efforts have been made t 
organize such interest groups on a more or less legally established basg 
and to integrate them into the state machinery through econom: 
councils. In the United States the “New Deal” did try this last was 
“Under the NIRA, economic pressure groups were called upon for th 
first time to assume a definite responsibilty in the sphere of publ 
administration.” * ' 


II. : 
‘ 


4 
It is self-evident that under a system of far-reaching state interventia 
in economic life, arbitration between conflicting group interests become 
one of the main problems of democracy. It is fairly easy to obtain 
popular verdict on general political and economic issues. It is muc 
more difficult to put before the general public questions of detail amt 
corresponding technical intricacy. Action which may be of vital inr 
portance to a numerically small and economically weak group may nq 
be able to muster popular support. The more diversified the demana 
of interest groups become, the smaller their size, the greater thes 
number, the more embittered their fight with each other—the mon 
difficult it becomes to integrate public opinion sufficiently to enab! 
democratic government to carry on with popular support. ’ 
One of the permanent problems of democracy is to integrate demanc 
of interest groups into a comprehensive policy which may command th 
support of as large a body of citizens as possible. Certainly the pressuai 


groups themselves do try to get wide support for their demands ar 
bi 
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d pressure groups with the progress of state intervention in economic 
e and with the growing intensity of internal strife during a depression. 
even happens that under certain conditions legislative bodies may 
s unable to agree on any concrete measures, especially when revolu- 
onary or counterrevolutionary parties add their weight to interest 
foups which try to protect themselves by opposing a given program. 
hus, the German Reichstag for some years before 1933 was unable to 
free on a positive program, which made a desperate Minister of 
fnance, unable to find a majority in Parliament for any program, 
ate that this was no longer a Parliament but an assembly of conflicting 
erest groups. 

Such a situation, of course, is the ready soil for dictatorship. 


III. 


Every state must be based on the integration of individual and group 
erests into larger units. Even a dictatorship needs such an integration, 
jen though it does not depend on the consensus of a majority of the 
Ipulation. When the differentiation and opposition of interest groups 
ads to destroy this basis for organized government, and the notion of 
jublic welfare” is not sufficient for integration, a new ideology of 
fonger integrating force is needed. Such an ideology, under certain 
iditions, is nationalism. 

jNationalism pretends to offer a new solution for the problem of 
ding out what general interest is. Clearly, the expressed interests 
the nation must be considered as general interests by every decent 
izen. Clearly, the government can be relied upon to ascertain what 
= general interests of the state are. Nationalism has all the advantages 
tradition; it offers a traditionally accepted yardstick for arbitration 
ween conflicting interest groups—and incidentally brings prosperity 
some influential groups like the armaments industries, steel and iron, 
ad so on. 

"At the same time the state, i. e., the government, becomes the 
disputed arbiter between the interest groups—which, put in different 
ims, means that it becomes a dictatorship. "The machinery of par- 
mentary democracy, unable to cope with the problem of democratic 
egration of group interests is broken up, and replaced by a totalitarian 
tatorship. Or, as Werner Sombart in his “German Socialism” put 
the state must be all-powerful above individual demands and 
idencies. 


ly. 


Must democracy necessarily fail before the problem of integrating 
posing interest groups? 
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The answer to this question depends on a whole series of factir 
all relating more or less to the civic consciousness of the citizen. 

1. The existence of parties which, for reasons of Weltanschauun 
oppose the existing system in any of its forms and don’t want to mak 
it workable, is a main factor. Such parties can, by adding their weigh 
to such interest groups as happen to oppose given proposals, make fF 
impossible for democratic government to carry on. ‘The existence c& 
such parties is probably unavoidable. But their growth and size depem 
largely on the success of planning. If they are willing to cooperate 
can be persuaded into accepting a planned economy as a transition int) 
other forms of society, their existence does not necessarily endange 
the democratic machinery. 

2. The breakdown of German—and Italian—democracy under th 
strain of a severe depression accompanied by reckless strife between inte 
est groups, can at least partly be explained by the backwardness of dema 
cratic consciousness in these countries. These democracies had hardll 
outgrown the stage of feudalism. ‘Their citizens were still used to 
state of affairs where some superior force intervened in party strife an 
in the conflict between interest groups. They had not yet reached tha 
stage where the citizen himself thinks in terms of democratic cooperation | 
They were not educated in the art of compromise, but expected 
sovereign arbitral decision from a power above them. As long 
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perity lengthy negotiations were often necessary. When the depressiog 
gave a formerly unknown degree of acuity to such conflicts, the interia 
cohesion of many parties was unable to stand the strain and their capaciti 
for reaching compromises among themselves diminished rapidly. 7 

The existence of a multitude of parties tends, of course, to make th 
problem of integration much more difficult. But France proves tha 
even then the civic consciousness of democratic citizens can make pai 
liamentary democracy workable. :| 

3. American democracy has the enormous advantage of long experienc 
in the task of integrating divergent interests. As Frederick J. Turne 
observed: “Statesmanship in this nation consists not only in representini 
the special interests of the leader’s own section, but in finding a formul 
that will bring the different regions together in a common policy. 
This concerns regional sections. But the problem of regionalism consis 
largely, although by no means entirely, in the difference of inte 
between regional sections. Fundamentally this is the same pro 
and hardly any nation can claim to have solved it better than America, — 


2 The Significance of Sections in American History, New York, 1932. 
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‘The mechanism of American democracy is based on the necessity of 
pmpromise which, at least in principle, coincides with the concept of 
emocratic cooperation. The fact that the Senate, under present con- 
itions, represents predominantly rural interests, while in the presidential 
ections the urban states predominate, makes compromises between these 
asic interest groups one of the permanent features of American political 
fe. 

) The two old parties are themselves “coalitions of sectional and class 
terests.”® It is the permanent task of leadership to maintain these 
alitions and to add new sections and classes to them if the party is 
grow. New parties could only be different types of coalitions between 
tional and class interests, but coalitions they would still be, if they 
tend to play a role on the national scene. 

The development of state intervention in economic life therefore 
Aplies no new problem for American democracy. It is nothing else 
it a new form of one of the oldest problems of American political 
Je; it requires some adaptation, but no basic change in political meth- 
js, and certainly involves no tendencies toward dictatorial forms. 
#One of the main factors that may explain why, even in recent years 
ider a system of very active state intervention, America has shown 
s of social disintegration than any European country, is probably the 
thod of giving hand-outs from the Federal Treasury to all sectional 
interest groups. ‘This is a very easy way to compromise and soften 
= strife between them, at least for a while. But the situation may 
ome different when this method can no longer be relied upon and 
ler means of effecting compromises become necessary—especially so 
this should coincide with another recession. 

On the other hand, the appeal of nationalism would hardly be as 
lective an integrating force in the United States as in most European 
tries. There is no reason to assume that where civic consciousness 
y have failed, nationalism could succeed. 

4. But even all that being considered, there remain strong arguments 
ifavor of forms of economic planning which may be able to weaken the 
dencies of centralization which usually accompany some of the more 
ditional patterns of social-economic planning. Personal liberty has 
n safeguarded against the danger of democratic despotism in the 
itical field by an elaborate system of checks and balances, a system 
ich has been devised by a long effort of trial and error. It may well 
worth while considering whether a similar system of checks and 
ances in the economic field could not be devised also, in order to 
tect the individual against the danger of despotic planning by cen- 
lized state agencies. 


7 . N. Holeombe, “Present-Day Characteristics of American Political Parties,” 
The American. Political Scene, New York, 1936. 
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Decentralization by itself is not a remedy. Self-governing instit t 
tions may easily develop into interest groups and create thereby the vee 
situation which makes the state the all-powerful arbiter between thag 
conflicting demands. Even cooperatives do not under all circumstancg f 
escape this danger. On the other hand, local self-government admi: 
istrating economic enterprises the markets of which do not exteng 
beyond local frontiers, may be part of a solution. “Their interests wig 
hardly ever compete with other ones and they can become powerf 
bulwarks against dictatorial tendencies of the central government. Req 
resentatives of regional sections on the Central Planning Board wor 
be a further safeguard against regimentation. In this way, a distributidyy 
of economic power between central, regional and local authorities m: 
be brought about which may avoid the danger of creating press 
groups on one side and may help to make economic over-centralizati 
impossible. In the political field, too, regional decentralization has bee 
a strong bulwark against dictatorships. : 

Similarly, international cooperation would be one of the stronge 
possible barriers against economic despotism. It reduces the dange 
of political nationalism inherent in its economic counterpart; politic 
nationalism is, as experience shows, the ideal ideological basis for a dict 
torship in a planned economy. International cooperation strengthes 
economic factors over which national authorities have no absolute cod 
trol, but which can be submitted to regulation by means of internation 
agreements. It causes the state to become but another wheel in t 
system of economic planning, without giving it the importance on whi: 
a dictatorial power could be built up. It is in a sense an extension 
the system of regional decentralization—wherein the state itself beconm 
one of the several agencies of economic planning. | 

Lastly, certain methods for the division of power inside plannit 
agencies would contribute to the solution of the problem. The strongg 
the consumers’ representation, the less will be the danger that the sta 
alone decides the issue. Consumers’ interest are in a very large meas! 
connected with international cooperation. ‘They are basically oppos¢ 
to the submission of economic life to the political designs of a national! 
state. The consumer, more than anybody else, can claim to represe} 
the general interest. The stronger his role in economic planning, t! 
less danger that it may develop into the economic foundation for 
rule of an all-powerful state or that economic organization will becom 
but a weapon in political strife. 
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By 
GEORGE B. GALLOWAY 


JANY discussions of public affairs tend to be long on analysis and 
short on prescription. They treat at length the circumstances 
BAF that brought us to our present position, but devote only a few 
— paragraphs to counsels for the future. In this paper I shall 
jsume a general acquaintance on the part of my readers with recent 
velopments in the government and economy of the United States, 
cluding the planning activities at the several levels of government, and 
all deal mainly with consideration of what I think should be the next 
ps in the advance of economic and social planning in our country. 


y 
¢ 


he Meaning of Planning 


(Planning, in ordinary parlance, involves a careful review of the ele- 
ints of any situation, followed by execution of policies consciously 
d deliberately selected in the light of this review. Economic and 
ial planning is concerned with the conscious and deliberate alloca- 
n of resources between competing uses in a social group. Barbara 
ootton, the English economist, confines the term to the deliberate dis- 
bution of resources, either by dictator or Parliament or executive order; 
to cases in which the market mechanism is deliberately manipulated 
s by subsidies or differential taxes) with a view to producing a social 
tern other than that which would have resulted from its own spon- 
eous activity ; or to a situation in which the market survives as servant 
her than master, as when public authorities holding a monopoly of 
plies are in a position to fix prices authoritatively in the way that suits 
ir preconceived purposes.? 

Planning is thus a technique independent of any particular form of 
itico-social organization. It may be employed by a democracy or by 
autocracy, but I believe it will be most effective and durable within 
democratic framework. Harlow Person has defined social-economic 
mning as an institution whereby a democratic society aids its legislators 
| administrators by a functionalized agency whose responsibility is to 
dy social and economic trends, suggest social-economic objectives 
l ways and means of their achievement, and in general establish 
the body politic and economic a continuing institutional mind 
1 capacity for perception (investigation and research), memory (rec- 


ament for Economics, p. 212. 
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ords), reasoning (analysis of experience), and of design (planning). ! 
instance of complete social-economic planning by a democracy is knowy 
to history, but it is technically possible if there is a social will to ple 
Such a general will appears to be absent in the United States today. — 
Planning by democracies has not, as Walter Lippman has assertec 
forced their transformation into autocracies. In every alleged instanag 
of such transformation a social cataclysm has brought on the dictatorshit 
first, and the critical problems facing such dictatorships have compelle« 
them to resort to a form of planning. These forms of planning, howeve 
have been for political objectives primarily, and social-economic only incg 
dentally and in a limited manner. Democratic economic and soci i 
planning must develop in an evolutionary manner, each stage of develop 
ment being constructed in an orderly way out of the materials of th 
preceding stage. Democratic planning must therefore be pragmatic an 
empirical; it must at any particular stage reflect the desires, psychology 
and resources of a people.” ; 
So conceived, planning is compatible with political freedom. a 
public has a voice in planning through its elected representatives in Cop 
gress who determine the social purposes and the general pattern of socia 
life that they desire to result from the distribution of the resources of thi} 
nation. Guided before and after by expressions of public opinion, it~ 
believed that the planners can achieve a better distribution of the nationr 
resources in terms of common welfare than the imperfect mechanism 
the market-place or the whims of a dictator. 


Why the American System Fails to Function Well 


Men have long dreamed of a world without poverty wherein ever 
citizen is assured an opportunity to earn a decent living. It is now a cont 
monplace that the United States has the technological knowledge and th 
resources needed for such a world; but we have not yet learned ho 
organize them to this end. It has been estimated that, if we made 
use of our productive resources, we could at least double the 1937 nationa 
income figure of $68 billions and establish a minimum annual income ¢ 
$2500 for every family in the land. Our economic system fails to fun 
tion more effectively simply because we have not yet learned to organia 
it in such a way as fully and continuously to utilize our resources. Pr 
vate controls and state interference have replaced market competitic 
with administered and controlled prices in wide areas of our. econ 
life. Intra-industrial policies of restriction are inconsistent with i 
industry planning for increased production. As a whole, their exis 

2The two foregoing paragraphs are drawn from the abstract of a talk by H 


Person on “Economic Planning and the Competitiv is mn 
wealth Forum in New York City, May 17, 1938. oa a a a 
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mds to prevent selling costs from falling, or wages from rising, as 
pidly as productive technique improves, and so keeps us from reaching 
ll production; while during periods of rising or falling prices the 
flexibility of so many prices, rates, and wages hinders adjustment to 
e changing price level, and intensifies the boom or depression. 
‘Moreover, we lack the facts on which rational economic policy might 
sbased. Although a large part of our economy is operated by conscious 
cisions made by business managements or by public regulatory agencies, 
any of these decisions are made in the dark. ‘The fact is that we have 
effective or comprehensive science of industrial economics today. Cur- 
at economic theory is largely unintelligible; the diagnoses of the econ- 
ists are conflicting and their remedies incompatible ; their analyses deal 
th imaginary worlds that have either passed away or not yet come to 
$; orthodox economic theory is sterile and unscientific, being largely 
| apology for contemporary institutions in the capitalist countries. 
ader these circumstances, the economists have failed to provide any 
equivocal guidance to public policy and statecraft has been compelled 
tely on the traditional American method of trial and error. 

The unequal distribution of the national income is another reason why 
r economy fails to function more effectively. When savings are not 
mt or invested, but are hoarded in idle balances and new credit does 
t fill the gap, then the national income declines, the demand for 
ds falls below the supply, and business recession ensues. The mal- 
tribution of income and its tendency to increase in boom periods 
1s contribute at times to over-saving, and at other times to under- 
estment. Taxation policies may correct this situation to some extent, 
- it still remains one area of great weakness in our system. ‘This 
akness is not lessened by the fact, pointed out by statisticians, that 
have no real current measures of the amount of saving, the amount of 
air and replacement, the amount of new investment in real capital, or 
the average amount needed to be invested to maintain a stable rising 
ndard of living. In short, as Mordecai Ezekiel has well said, “we are 
ing to steer our economic ship through narrow channels in a deep fog, 
hout either charts, lighthouses, or even a sounding line!” 

erhaps the basic reason for the current crisis in economy is the advance 
technology, the impact of which on the individual and society has pro- 
ed the major economic and social problems of our time. Science and 
ention have brought many new comforts and luxuries into our 
; but they have also created widespread dislocations and suffering. 
chnological advance and corporate institutions have detached the 
ividual from the ownership of physical property and income, and 
e altered the relationship between labor income and productivity. 
e secondary effects of technology on the individual have been well 
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summed up by David C. Coyle. “The negative attitude of mai 
business leaders, and of opponents of the present Administration, ie 
cates a deep sense of hopelessness and a bitter nostalgia for an earlie 
and simpler time. The vast majority of the people, from reliefer 
to millionaires, are baffled. They fear some vague catastrophe, but 
there is nothing real that they can grasp. A dense intellectual fog 

blankets the press, the pulpit, the Pullman smoker, and the countr 
store. The people wish they could get back to the years when the devas 
tating effects of science had not become intolerable, and yet they cling t 


the pleasures and profits of science.” * 


Minimum Conditions for Successful Planning ; 


a 
We have said thus far that planning means the deliberate distributiox 
of resources between alternative uses so as to maximize the common 
welfare, and that the chief obstacles to economic progress are monopoly; 
restrictionism, and non-integrated interferences, ignorance of industriag 
economics, and maldistribution of income. The need of reshapin: 
our institutions in order to fulfill the functions of the positive stat: 
is urgent, and there is growing popular awareness of their significance 
thanks to the discipline of depression and the educational drama | 
the New Deal. But as yet there seems to be no general agreement in th 
United States on the ends of social life or upon the means of achievin 
them. ‘There is no overwhelming consensus of national purpose—s« 
essential to national planning. “The missing vitamin is a commo: 
vision of the ideal for America.” ; i 

And yet definite progress is being made in the articulation of nationai 
objectives. Four dominant social aims stand out in the program of thi 


stabilization of economic activity and purchasing power, the elevation 0! 
labor standards, and the extension of social security. Publicists lik« 
David Coyle and Stuart Chase have helped to dramatize the patrioti| 


nation than the clamor of public debate would seem to indicate. Th 
social philosophy of tomorrow is being formulated in dramatic contest 
between old faiths and new ideas. 


Next Steps for the United States 


In considering next steps toward national planning for the Un 


3 “Human Conservation, Economics and Technology,” an unpublished paper 
sented by Mr. Coyle at the Human Conservati as 
D. C., March 4, 1933, p. 5. maratdnrrebcc sy 
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tates, it must be recognized that the American economy today is a hybrid 
i mixed system, containing elements of individualism and collectivism, 
it approximating most closely the capitalist market type of economy. 
| Our economic system the basic mechanism of coordination is that of 
narket price modified by much state intervention, large industries, 
1onopolistic tendencies, and some collective ownership. Our economy 
+ moving from the pole of free-market, price coordination towards cen- 
‘al planning and control and is experiencing all the maladjustments and 
avail of a system in transition. It is tending to advance, doubtfully 
ind painfully, by processes of empirical collectivism towards central 
ilanning on a larger scale. As long as our economic system remains 
redominantly capitalist, i. e., characterized by private enterprise and 
tivate control of large sectors of investment, it must be recognized that 
ere are obvious limits to the application here of the policies and 
ocedures of public planning. 


' Establish a Permanent Central Planning Agency 


At is essential, in the first place, that machinery for over-all planning 
anagement be provided for the advice of Congress and the use of the 
xecutive. Io meet this need, a permanent central planning board should 
established to replace the present temporary National Resources Com- 
ttee. Proposals for the creation of a national economic council com- 
sed of experts have been made frequently by Congressmen, economists, 
Nd others in recent years; the President’s Committee on Adminis- 
ative Management renewed this recommendation last year. Such a 
jard should be appointed by the President and be responsible to Congress 
general policy. Its personnel “should bring together insight, experi- 
se, and judgment in the analysis and interpretation of national planning 
licies, skill in the invention of ways and means of utilizing our national 
sources, and social vision in the fusion of American interests, techniques, 
d ideals into sounder and more satisfactory modes of conserving and 
panding our national resources and facilitating their equitable re- 
ird.”* ‘The board should be superior to private boards of directors in 
inning the integrated management of the American economy in that 
‘powers would be exercised responsibly and it would operate with 
pater knowledge than private industry, for the government would have 
rivaled access to the facts and unrivaled potential resources for their 
lection. 

In practice, the Central Planning Board should be authorized to pro- 
se legislation; to advise the President on all legislative proposals 
erever they originate; to advise the President, Congress, and the 


eport of the President’s Committee on Administrative Management, pp. 29-30. 
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functional authorities described below; to recommend the industri 
which should have such authorities and their composition and jurisdic 
tion; to control monetary and credit policy; to pass on the subordinatp, 
legislation and adjustment policies of other bureaus and department ®, 
insofar as these materially affect the general interest; and in general tf 
promote the over-all planning, adjustment, and coordination of th 
whole economy. 


2. Create a Bureau of Industrial Economics 


To satisfy the second condition of successful national planning we aldh 
need better knowledge of the behavior of our economic system. Thanks tf 
the Bureau of Agricultural Economics in the U. S. Department of Agri 
culture we are much better informed today about the economics of agrm@ 
culture than about industry. Industrial policies and procedures shoul} 
not be kept trade secrets, to be used solely for the private profit of indi 
vidual concerns, for due to the interdependence of our economy, the syster 
as a whole cannot function properly unless each industry is doing its pari 
We need in the field of industry a Bureau of Economics, providing f¢ 
the guidance of industry current statistics and data at least as adequa 
as those provided for farmers by the Bureau of Agricultural Economicy 

After the industrial facts have been collected, compiled, and analyze 
to reveal the real situation in each major industry, the next need is fc 
some form of organization in industry to use that information in formini 
its price and production policies. Many different proposals have bee 
made as to how industry might be organized for this purpose. T 
organization might be very simple, operating through informal consult 
tions of business, labor, and government; or it might be very elabora 
and complete, as sketched in Dr. Ezekiel’s book, $2500 a Year, and i 
provided for in the Industrial Expansion Bill recently introduced i 
Congress. a 

The building industry provides a timely example of the need of in fui 
trial organization. The agglomeration of interests known in a compl 
mentary way as the “home-building industry” is set up for the most pa 
as a handicraft, luxury trade rather than as the mass production industr 
which the situation requires. No satisfactory housing program, eithe 
public or private, can be anticipated in the United States, as Miles Colea 
has pointed out, until this industry is organized on modern lines, pe 
ting building material manufacturers to work out a program of cop 
certed price reductions adequate to stimulate an expansion in hou: 
construction.® ‘ 


5Can America Build Houses? by Miles L. Colean. Public Affairs Pam) 
No. 19, p. 22. 


NEXT STEPS TOWARD NATIONAL PLANNING — 939 


. Administer the Natural Resource and Monopolistic Industries 


In the third place, I would (1) publicly administer the coal, petroleum, 
nd lumber industries, because of the public interest in these wasting 
atural resources and the difficulties of regulation by commission; and 
railroads because they render a vital service and are in financial diffi- 
alties; and (2) bring the price policies of the so-called monopolistic 
adustries under some degree of public administration. 

In theory, there are at least three ways of dealing with the monopoly 
jroblem, which is now the subject of intensive investigation. One way 
yould be to restore competition and the automatic mechanism of the 
arket by such measures as antitrust law enforcement, tariff and patent 
feform, restoration of flexible prices, revision of government subsidies, 
jdoption of compensatory fiscal policies, extension of public competition, 
incouragement of consumers’ cooperation, and a variety of other strategic 
ir environmental controls designed to employ competition as a tool to keep 
he economic system working as efficiently as possible. “This school of 
ought would reshape and release competition from restraining practices 
In the hope of making the economic machine work more or less auto- 
natically instead of trying to operate it, as it were, by hand. 

1 A second solution of the monopoly problem is by government control 
f production and investment for the purpose of preventing monopoly 
‘nd restrictionism. But past history does not promise much success for 
is solution. Previous attempts to control monopolies by commission 
sgulation have notoriously broken down in the states and been seriously 
andicapped by the courts. In practice, the regulated have tended to 
Dntrol the regulators. Moreover, as Professor Cushman has shown, 
le irresponsibility of the independent regulatory commissions obstructs 
ective over-all management in the executive branch of the national 
overnment. 

1 A possible alternative to the extension of commission regulation, sug- 
ested by NRA experience, would be to establish “functional authori- 
les” in the natural resource and price-administered industries, such as 
pal, oil, steel, copper, aluminum, rayon, agricultural implements, etc. 
‘hese authorities would fix prices, wages, hours, and working conditions 
the principle of maximum output at low unit profits. They would 
» composed of representatives of management, labor, raw material pro- 
cers, consumers, and government; and would have a neutral fact- 
nding secretariat with access to company books. This proposal would 
bstitute the organic association of interested groups for further gov- 
nment regulation, creating areas of autonomy beyond direct public 
ntrol. It would transfer price and wage control from private, socially 
responsible persons to representative, responsible, democratic hands. 
embodies the concept of vertical integration and function, and retains 
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private enterprise and the profit motive. It would avoid separating rath 
regulation from the adjustment of labor relations, as in the railroay 
industry. It would tend to counteract current pluralistic trends in th 
economy, and avoid the growth of industrial autocracy and governmentd 
bureaucracy. It aims to solve the problem of decentralization and t 
reconcile “democracy and integralism,” rendering dictatorship unnecesy 
sary. This is an elaboration of Gardiner Means’ proposal for determir 
ing key policies for an industry by a representative body in the intereg| 
of the whole economy.® 

A third way is to place under public management the industries that 
not and cannot be made to compete. As President Roosevelt said in hi 
monopoly message to Congress last April: ‘“The power of a few to menai 4 
the economic life of the nation must be diffused among the many or bi— 
transferred to the public and its democratically responsible governmenty 
If prices are to be managed and administered, if the nation’s busineg 
is to be allotted by plan and not by competition, that power should nat 
be vested in any private group or cartel, however benevolent its profee 
sions profess to be.” Public management of certain basic enterprises an 
services seems essential so as to permit competition to operate in th 
remainder of the economy. ; 

Public management of the monopolistic and natural resource indus 
tries might be effected by appointing public trustees on the directorate 
of private corporations, without change in ownership, or by entrustin; 
them to the management of public corporations. ‘The Governmen 
corporation . . . has proved to be an effective device not only f 
emergency purposes but also for the continuing operation of a va 
of economic services. Its peculiar value lies in freedom of operation 
flexibility, business efficiency, and opportunity for experimentation.” 

Management of the monopolistic industries in the public inte 
should be accompanied by definite assurances to business men in thosé 
fields where real competition still obtains, i. e., in small-scale industry 
and farming, that they will not be disturbed. For in those fields private 
enterprise still has a useful social function to perform and it should be 
relieved of fears that might paralyze its activity. Public managemen* 
and regulation will still leave large fields of economic opportunity f 
and open for small-scale private enterprise, giving the little felloy 
better chance to make a living at an independent business. 


°The Modern Economy in Action, pp. 149-150. This proposal is advanced anc 
discussed at length by Ernest S. Griffith in his: forthcoming book—The Mode? 
Government in Action, Chapter XXVI. 


‘Herbert Emmerich in the Report of the President’s Committee: on Admini 
trative Management, p. 299. ? ; : sa 
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Stimulate a Program of Industrial Expansion 


‘The foregoing proposal may be economically sound and practicable, but 
a the present climate of American opinion it would be a radical step for 
hich the country is perhaps not yet prepared. Vested interests in the 
onopolistic industries would resist it, and their political power must 
ist be broken by a mass movement before it can be undertaken. As an 
itermediate transition measure, the Central Planning Board might 
laugurate an industrial expansion program. An Industrial Expansion 
ill was introduced in Congress in June, 1937, based upon the expert 
ndings of the National Survey of Potential Product Capacity. The 
Il has since been carefully revised and will be reintroduced in the 
ext session of Congress. 

As revised, the Industrial Reconstruction Bill provides the machinery 
id procedures for a concerted program of balanced industrial expansion 
signed to furnish work for the entire industrial population and the 
lest practicable use of the economic resources of the nation: It pro- 
des for general over-head planning of the principal industries operating 
interstate commerce by a federal commission, in collaboration with 
presentative industry councils somewhat similar to the old code authori- 
ks of NRA days. 

j Immediate plans for the expansion of production, employment, and 
yrolls are to be formulated by each industry, reviewed in public hear- 
and revised, merged into a balanced national program by the planning 
ard, and promulgated annually as the industrial expansion program of 
e nation. The bill would employ the federal commerce and taxing 
ver gradually to step up output, as needed, along the industrial front. 
oduction quotas.are to be allocated among concerns within the indus- 
es in accordance with their previous production, equipment, or 
pacity, other quotas being reserved for new concerns. ‘The bill 
ms to extend low-cost production in preference to high-cost produc- 
m, except. where conservation of resources is more important. It 
fs up a Cost Assurance and Marketing Corporation to assure the pru- 
nt costs of the most efficient producers, to aid in marketing the expanded 
itput, to purchase at compensatory cost-covering prices all unsold sur- 
ises, and to guarantee payment of bank loans made to cooperating 
ticerns for defrayal of authorized production costs or for modernization 
plant. ‘The planning board is to inform high-cost producers of the pro- 
tion and management techniques of low-cost producers so as to prevent 
: dislocation of industries in high-cost communities; and is to promote 
* replacement of uneconomic techniques in industry. 

Sompliance with this program would be induced by requiring federal 
lenses of concerns engaged in interstate commerce, by the appointment 
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of public trustees to continue industrial operations interrupted by lae 
of a license, and by a production cost assurance tax of one per cent pi 
annum on gross sales. Licensed actions are exempted from the antitru}? 
laws; licenses may be cancelled after due notice and hearing. Provisia 
is also made for cooperation with other governmental agencies in tlt 
preparation and coordination of expansion programs for the industri* 
they regulate or supervise. 

In short, the Industrial Reconstruction Bill is not a program for con 
plete national planning of the entire economy, but a program of produip 
tion planning for the principal industries operating in interstate cony 
merce. Not all industries are directly covered, nor is farming or thy 
retail trade. Government guarantee against loss from unsalable s 
pluses is probably necessary, but the savings in reduced relief costs wou 
more than compensate for the losses in these commodity purchases a 
sales. Surplus stocks could be absorbed in subsequent years and the pla 
adjusted accordingly. This type of operation would constitute an “eve 
normal warehouse” for industry, similar in its operations to the “eve@ 
normal granary” the new Farm Bill provides for agriculture. 

A somewhat similar, but much less detailed proposal is that contain 
in the Corporate Licensing Bill introduced in the Senate last Novembi® 
by Senators O’Mahoney and Borah. Definitely designed to overcomip 
business depressions, this sweeping measure as revised contains a who@ 
array of implements for managing the business cycle, correcting tlt 
maldistribution and concentration of economic wealth and power, ang 
preventing monopoly. It provides for the federal licensing of corpor’ 
tions engaged in interstate or foreign commerce, and empowers an enlarges 
Federal Trade Commission to regulate the terms and conditions of inves 
ment, trade, and labor on which corporations may produce and distrib 
goods. One of the most significant sections of this Bill, from the plannini 
viewpoint, is that directing the Commission to develop a general prograé 
for the coordination, stabilization, and orderly development of the bas 
industries of the United States and for a more equitable distribution « 


t 


the earnings of commerce, trade, and industry. - 
5. Launch a Bold Program of Public Investments ; 

The pump-priming activities of the federal government have been: 
bone of bitter contention in the United States. The New Deal has kez 
the economic system functioning after a fashion by a series of blood tra 
fusions in the form of huge public expenditures for public works ar 
unemployment relief. Government spending has been justified by th 
profound stagnation of the private capital markets, which in turn hi 
been widely attributed to temporary lack of confidence and to uncerta 
concerning new political experiments. 
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Investment is not an automatic process, but a positive function of 
aanagement, which government must assume if it is to participate in 
sonomic enterprise. Some public spending in recent years has been 
nore palliative than constructive. Government expenditures to aid 
ecovery and stimulate sustained activity should be used to expand 
roduction and raise real national income rather than for refunding 
rivate debts. ‘Unquestionably much of the confusion now prevalent 
elects the fact that government policies and programs represent an 
anreconciled mixture of negative intervention and positive participation 
1 economic affairs.”® Clearer decisions need to be made as to the aims, 
Inethods, and results desired from public expenditures. Revision of 
ibsolete techniques of public bookkeeping, e. g., treating public works as 
jng-term capital investments rather than as current operating expenses, 
ill strengthen public finance and remove the fear of national bankruptcy. 
} Government expenditures can be classified in three ways: (1) as pay- 
nents for unproductive, non-revenue works such as armaments; (2) as 
jayments for productive but non-revenue creating works such as roads 
nd schools; and (3) as payments for productive, revenue-creating works 
nd services such as the postal services and power plants. E. J. Coil 
ggests four methods of making government activity more self-liquidating 
d continuous: (1) greater emphasis on government expenditures for 
troductive, revenue-creating, wealth-producing enterprises and less em- 
whasis on public expenditures as a means of redistributing income; (2) 
eform of the techniques of social accounting; (3) use of government- 
manufactured credit, interest free, for public construction; and (4) price 
ontrol to'prevent price increases from nullifying the gains in purchasing 
lower resulting from public expenditures. 
The extension of public participation in economic enterprise by means 
a bold program of public investment is urgently recommended as one 
the next steps in national planning for the United States. Public 
Avestment is not to be viewed as a temporary blood transfusion for an 
emic economy, but as a permanent continuing responsibility, for public 
interprise is an intrinsic part of our economic life and public enterprise 
Pquires public investment. The planning of capital investment is the 
tntral task of national economic planning. “A 
i In order to implement this proposal, I suggest three promising 
aids in which the government should promptly launch programs of 
rge capital expansion: low-rent housing, electric power, and railroad 
uipment. 


Establish a National Capital Issues Banking System 


In order to facilitate federal fiscal and investment operations, I also 


Is Government Spending Justified? Plan Age, May, 1938. 
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suggest that the Federal Reserve Act be amended to create a National} 
Capital Issues Banking System administered by a Capital Issues Bank : 
Board of nine members, consisting of the Secretary of the Treasury, thag 
Chairman of the Board of Governors of the Federal Reserve System, thag 
Chairman of the Securities and Exchange Commission, and five presi-i b 
dential appointees. This Board would organize, supervise, and regulat 
12 banks of capital issue, one in each Federal Reserve district, whi : 
would be permitted to underwrite, issue, and distribute capit: 
securities. All such securities not underwritten or sold by certified bank 
of capital issue would be subject to a tax of 10 per cent of their sale 
subscription, or underwritten price, whichever is greater. It would I 
the functions of these capital issues banks to facilitate federal fiscal opera} 
tions, to provide banking facilities and credits for the industrial expansion 
program, to provide capital funds to meet the needs of legitimate business, : 
to underwrite and handle the primary distribution of new and replace-§ 
ment securities and advance secured capital loans to such businesses, ta 
purchase new and replacement securities for primary distribution, to aid 
investors in sound capital investments, and to aid in marketing eligib 
capital issues. ‘The capital issues banks would not deal in securities# 
ineligible under the regulations of the SEC or those representing t 
capitalization of earnings or the pyramiding of profits or the capitaliza-+ 
tion of monopoly controls. But they could form underwriting and dis 


funds. The Board would also establish a Bureau of Inspection to examir ne 
the condition and operation of each bank, the supply and demand of 
investment funds, and means of promoting increased investment. Suc ai’ 
National Capital Issues Banking System is provided for in the revise di 
Industrial Reconstruction Bill described above and is an essential part o 
the machinery of planning public capital investment. 


Conclusion 


These, then, are what seem to me to be the most important next steps 
in national planning for the United States: 

1. Establishment of a permanent central planning agency. 

2. Creation of a Bureau of Industrial Economics. 


3. Public management of certain natural resource industries and t th 
railroads. 


. Enactment of the Industrial Reconstruction Bill. 


. Undertaking a bold program of public investments in low-ren 
housing, electric power, and railroad equipment. 


6. Creation of a National Capital Issues Banking System. 


np 
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In addition, there are a number of auxiliary steps which I have space 
nly to mention here: 


| 1. Reorganization of the administrative branch of the national govern- 
inent, as recommended by the President’s Committee on Administrative 
fanagement. 


2. Formulation of a national population policy in the light of the 
ndings of the recent report of the National Resources Committee on 
The Problems of a Changing Population” and the recommendations 
jn the subject in a forthcoming report of the National Economic and 
jocial Planning Association. 


| 3. Development of a national system of relief, retraining and reallo- 
ation of labor. 


| 4. Prosecution of an intensive program of research into existing social 
nd economic trends, the nature of national objectives and means of 
jormulating them, the technical problems of economic and social planning, 
nd the development of specific programs of social betterment. 


+e eR Ue 


In closing may I say that I am not unaware of the great technical, 
Mministrative, and psychological obstacles to the adoption of these pro- 
psed next steps towards national planning for the United States. These 
ifficulties may not be insurmountable in time, but they are certainly 
ormidable in the present climate of knowledge and opinion. Hitherto, 
ar planning, so-called, has been partial, piece-meal, pluralistic, restric- 
onist, and interventionist in character. Despite its fine social aims, the 
pvernment has formed only the most elementary ideas concerning the 
Art it might play in promoting an optimum distribution of resources. 
jew attempts seem as yet to have been made to envisage economic policy 
} a whole, or to coordinate the various restrictions placed upon competi- 
Jon in terms of any clearly conceived common objective. 

) Moreover, there are deep-seated disagreements as to the proper ends of 
cial policy in America. Without common agreement upon the aims of 
licy, the formulation of plans becomes academic, their execution im- 
»ssible. On strictly democratic principles, social equality and majority 
le are the only guiding principles of a democratic society. But where 
mocracy is only skin-deep, these principles receive only nominal accep- 
ince. I am not alarmed by the alleged dangers of despotism, excessive 
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whether democracy will have the will and wit to plan and control the 
trade cycle, for I gravely doubt that democratic institutions can surviveg. 
in a contracting economy. And I believe that the future of westerng: 
civilization depends upon the salvation of American democracy. 

I see no simple, single solution of the economic dilemma. There is nag 
royal road to plenty for all. America is apparently committed to em- 
pirical collectivism, but its processes cannot be reduced to the clear-cui 
lines of a blueprint. There is no escape from the path of detailed and 
painful adjustment. We must aim at the attainable, realizing that 
Utopias are out of reach. Probably the best strategy is to use a variety 
of promising techniques at appropriate points in a timed attack all alon 
the economic and social front. I am optimistic enough to believe tha 
our most pressing problems will progressively yield if we boldly use ow. 
government as an instrument for promoting the general welfare. 


+3 
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Soviet Planning Organisations’ 
By 
JACOB MILLER 


T 1s by now becoming clear how extensive and worthy of study 
are the new forms of social organisation which Soviet Russia is 
evolving. Of these one of the most important is the planning 
system by which the economic life of the country is directed and 

to-ordinated. A necessary step in the understanding of this system is a 

tudy of the organisations which prepare the plans, their relationship to 

e central and local governments, to the organs of business administration 

ind to each other. 

} The Soviet planning structure has been built up during the past twenty 

fears with no precedents for guidance. The Russians regard it as a by- 

froduct of the Revolution, which concentrated the resources of the 
puntry and responsibility for their development in the hands of the State, 
nd at the same time as one of the means for continuing the work of the 
evolution “in the sphere of economics.” Thus the pre-requisites and 
iidiments of planning spread throughout the country, in the early years, 
with the spread of Soviet rule, just as in later years planning followed 
joviet control into the last strongholds of the private entrepreneur, trade 
nd agriculture. By now the network of planning and statistical bodies 
bvers every part of the country and every branch of its economic life. 
their organisation and methods are continually being improved as ex- 
rience accumulates, and changed to meet changing needs. The sub- 
jantial framework, however, of the planning system has by now been 
curely established, and a very considerable body of experience acquired 

i drawing up the plans. The scope of this article is to give a brief 
count of the structure and purposes of the Soviet planning organs, 

ither than the methods and processes of making the plans. 

{ One part of the system is concerned with the planning of each adminis- 

jative area of the country as a geographical unit. ‘This may be termed 
prizontal planning. The other part consists of the planning departments 

| the economic commissariats, boards and trusts, and plans the country’s 
jonomic activity by individual industries. ‘This may conveniently be 

Hlled vertical planning. Both the horizontal and vertical? lines of 

anning lead up to the State Planning Commission of the USSR, which, 

the economic G.H.Q. of the Soviet Union, will be described in some 


F At the request of Plan Age, Mr. Miller has revised, in the light of more recent 
elopments, this article which was published in the Slavonic Review, April, 1938. 


‘These terms are not generally used for this purpose by Soviet economists. 


248 PLAN AGE 


pp es 


detail. Parallel to the planning structure is a vast statistical service, 
essential part of the planning system. 


HorizoNTAL PLANNING 


a le 


The national plans for current business activity and future develop 
ment of the USSR by now cover, in outline, all the economic activity of 
the whole country. Within the framework of the national plans, hov 
ever each elected local authority draws up the current and perspectt 
plans for its own area. For this purpose the local Soviets, from towvp 
and county (raion) Executive Committee upwards, employ Plannin 
Commissions. These commissions are bodies of experts with a specia 
knowledge of planning technique, the resources of their area, its industr 
agriculture, trade, local transport, finance, housing and amenities, an 
education, sanitation and health services. They are paid by and respor 
sible only to their local Soviet. It is the general rule for the head of 
Planning Commission to be at the same time a member of the local Sovie 
and to act as assistant chairman of its Executive Committee.? Thi 
general principle obtains throughout the hierarchy of Plannin 
Commissions. | 

The function of these Planning Commissions is to act as permanen 
expert advisory commissions on economic matters generally to the Sovie 
of the area concerned. Preparation of the yearly, quarterly and five yea: 
plans for their area on the instructions of the Soviet Executive Committe 
is only a part of this work. They have to maintain continual observatior 
using daily and monthly statistical reports, special inquiries and persona 
contact, on the various branches of economic activity in their area, t 
warn the Soviet Executive Committee or Government of possible “di 
proportions” looming ahead, and prepare measures for their preventi 
These aspects of the Planning Commissions’ work are most highly d 
veloped in the State Planning Commission of the USSR. 

There are over 3,300 counties (raiony) in the USSR,® very few, 
any, of which are without a Planning Commission. The average numb 
of full-time staff (that is, professional planners) on each is less than two) 
but there are up to a dozen representatives from the administratt 


2 The English distinction between the elected member of local councils and th! 
psy eri yg ee is eet gE Se Soviet administration. See th! 
chapter on the y Government o: ‘OSCOW Prof. W. A. Rob in OU 7 
epitope | by saber He Ria posite 2 “s on ae 

f raiony an okrugi according to the map of the USSR published t thi 
end of 1936, which includes changes made by the adoption of thes new Cone tu 
tion, There are now a few dozens more. ey } 

4Varying within the RSFSR from an average of 3.6 per raion in the age (| 


Oblast to 1.1 in the Azov-Black Sea Kray. See, for further details of shortage 
workers, and low wages, in this profession of local planning, Personnel of CC 
Wie won cea a aE eo ae S. Tonkov 2 Hye No. 10, 1937 (in Russ: anf 
s of local planners were ra i : rer 
government, at the end of janicyunie ‘A gto ed 4 
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spartments of the local authority, other county economic organs, indi- 
dual village soviets, and local specialists. ‘These Commissions are 
aainly concerned with co-ordinating the work of the county’s economic 
rgans, the local collective farms, industrial and consumers’ co-operatives, 
3 well as drawing up the county plans and continually exploring possi- 
ities for further economic development. They are less concerned with 5 
ae larger factories, mines or transport lines owned by the Republic or 
Inion Government that may happen to be within their area, in an indus- 
fial district, except as very important factors in the economic “balance” 
: the county, affecting labour supply, housing, local transport, trade, 
hance, education, and so on. ‘These County Planning Commissions 
ere set up in 1930 and 1931, and have since then acquired and pooled 
uch experience, developing considerably in the scope and skill of their 
tivities, under the guidance and advice of the provincial and central 
anning Commissions. Competitions have been organised for the best 
aiplan” in a given province or republic.® 

The Town Planning Commissions, of which there are several hundred, 
e similarly occupied in the co-ordination of economic activity within 
je area administered by the Town Soviet, and in drawing up the plans. 
ney naturally vary greatly in size and experience. The Moscow Town 
anning Commission has a staff of over a hundred, and in addition each 
Moscow’s 23 boroughs has its own small Planning Commission under 
e Borough Soviet. The Town Planning Commission of a smaller, but 
|portant town, such as Sverdlovsk or Gorky, would include these 
partments: one for integrated planning; one for industry and power 
pply; one for housing and public services and communications; for 
ucation (including culture of all kinds) and health; for trade and 
burban agriculture; for supplies of materials. The total number of 
l-time employees of town and county Planning Commissions was 5,695 
1936.° 

The total employed in the Provincial (Oblast and Kray) Planning 
mmissions, and those of the Autonomous Republics,” on the same date, 
ts 2,881.7 These Planning Commissions also vary considerably in size 
staffs of less than 20 to over 100, with the variations in economic 
portance of the provinces and autonomous republics which they serve. 
heir function, like that of all Soviet Planning Commissions, is to take 
economic bird’s eye view of their area, as an integral part of the 


aSee a decree of the RSFSR government dated Nov. 10th, 1937, for a definitive 
ement on the organisation, personnel and duties of County Planning Com- 
sions. , 
See Number and Wages of Workers and Employees in the USSR (in Russian) 
\lished by Soyuzorgouchet, Moscow, 1936, being the report of a census of 
pations taken in March, 1936. 

here are now some 110 Oblasts, Autonomous Oblasts, Krays and Autonomous 
bublics in the USSR. At the time this census was taken there were about 175: 
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country as a whole, to draw up its plans co-ordinating current business 
of all kinds, and mapping out the maximum development on the availabl: 
resources. The following is an example of the structure of a Plannin 
Commission in an industrialised province: departments for integratee 
planning (including labour and finance), regional or geographical plar 
ning, materials, industry (both state and co-operative) and power supply 
agriculture, roads and communications, trade, culture and health, housing, 
and public services, defence. The full annual or five year plans drawyp 
up by these commissions, on the instructions of their Provincial Executiy 
Committee or Autonomous Republican Government, form substantiag, 
volumes, involving close knowledge of all the branches of economil 
activity in the area and considerable research as to possible development 
They are in constant touch with the County and Town Planning Com 
missions of their territory, over which, however, they have no executiv 
authority, and make constant use of their more detailed knowledge of t 
localities. i 
The next stage in the planning pyramid is formed by the State Plannir 
Commissions (Gosplans) of the 11 constituent Republics which, federates 
together, form the USSR. As the economic advisory commissions ani 
planning organs of their respective governments, their work is similar t 
that of the State Planning Commission of the USSR on the smaller s a 
of the constituent Republic. They pay more attention than the cent 
Commission to matters within the competence of the constituent Reput 
lics, such as local industry (which is of increasing importance, utilising 
local raw materials for local markets), housing and town planning, pul 
lic services, education, and other matters for which the USSR Goverr 
ment has no commissariats or administrative departments. Some accouri 
of what is administered entirely by the central State, by the Constitue 
Republics, and by both jointly will be given later. | 
The Gosplan of the largest Republic (RSFSR) had the followin 


departmental structure after its reorganisation in 1935: | 


A sector for integrated planning, including groups for the finanets 
and labour plans. a 
A sector for verifying fulfilment of the plans. & 
A department for planning the supply of building materials, ray 
materials, and equipment. J 
A sector for geographical planning, comprising a group for th 
general geographical plan, and individuals with special knowled¢ 
for each autonomous republic, territory and province in the RSFSE 
A sector for state and co-operative industry, with groups fe 
integration, heavy industry, production of building materials, ligk 
industry, food industry, wood and paper industry, small scale an 
county industry, co-operative industry. 7 
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Sectors for the following: Power and fuels; agriculture; trade; 
housing; town planning and public services; road transport and 
communications; culture (education, sport, entertainments, etc.) ; 
health; defence; the training of planning personnel. 

A bureau for capital construction. 


There have been modifications recently along the lines of the latest 
terations in Gosplan USSR (for which see below). 

The State Planning Commission for the RSFSR was first established 
February, 1925. One was set up in Ukraine two months later, in the 
Vhite Russian Republic in September of the same year, and for the Trans- 
ucasian Federation at the end of 1926. Uzbekistan and Turkmenistan 
quired their Planning Commissions in 1927, and the other constituent 
epublics as they were formed. 


VERTICAL PLANNING 


Ownership of the Soviet productive apparatus takes two main forms. 
here is ownership by the State, through its central and local organs of. 
vernment ; and ownership by co-operatives of peasants and of producers 
ad consumers organised into national unions of co-operatives, which are 
ificiently under the influence of the State for their activities to form an 
tegral part of the national plans. The kind of economic activity which 
ls for a high degree of centralisation, such as foreign trade, the heavy, 
mament and machine-building industries, railway transport and the 
st office, are administered by commissariats of the central government, 
roughout the territory of the USSR. For internal trade, finance, agri- 
Iture, and the food, light and timber industries, there is a dual admin- 
tration by all-Union and republican commissariats.6 Those matters 
tirely within the competence of the constituent republics, such as edu- 
tion, local industries and municipal economy, are directed by republic 
mmissariats which have no central counterparts. These three types of 
mmissariat are divided into boards (mainly for individual industries) 
ich are subdivided into national or local trusts directly administering 
ie factories, mines, farms, shops, banks and railway lines. ‘The larger 
terprises of the central commissariats are directly under the correspond- 
g board or commissariat itself, to avoid unnecessary intermediaries. 
ithin this general pattern of state economic administration there is a 
eat complexity of local and national combines and offices for special pur- 
ses such as sales and supplies. To these must be added local undertak- 


These Republic Commissariats administer the smaller enterprises, They are 
nistries of the Constituent Republics, and at the same time are under the gen- 
direction of the central commissariats of the same name which directly 
inister the larger enterprises in the industries concerned, according to a list 
firmed by the central government. Changes in these lists are changes of 
inistration only, as ownership remains in the hands of the State. 
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ings owned and managed by the local state authorities (provinces, towns 
counties and even village soviets) in organisations such as the Moscov 
Tramway Trust, which are all parts of the state economic system. Th 
co-operatives of small-scale industrial producers and rural consumers,; 
organised in regional and national unions, and owning subsidiary plant 
for food processing, etc., which employ labour for wages, complete th 
picture of this complex system of Soviet economic administration. (Indi 
vidual ownership is now insignificant and may be neglected here.) : 

It is within this complex system that the “vertical” planning structur 
is found. Every business commissariat and co-operative union has. 
planning staff of specially trained economists and technicians. Thei: 
functions of drawing up and co-ordinating the plans for labour, materialdg 
power, equipment, capital extensions, production, prices and sales, finance 
labour productivity and production costs, would appear not essential]. 
different to the corresponding department of a capital trust. There aref 
however, profound differences arising from the fact that the plan unde« 
consideration is an organic part of the national economic plan, and i 
drawn up on general lines of policy universally applied. Thus the prim 
cipal factor in all these plans is labour productivity ; and the necessity fo 
its continual growth is the inspiration behind all Soviet planning. Bot: 
as a means to and a result of this, a continual rise in the standard of life * 
is now another cardinal policy of all the plans. It is such common lines o¢ 
policy (expressed in an elaborate system of technical indices **) that makk 
possible the integration of the work of all the innumerable “planning 
economic departments” in the commissariats, boards, co-operatives, loca 
and national trusts, combines, and the individual factories, mines and stat: 
farms, together with the work of all the territorial planning commissions 
within the framework of the national five-year, annual and quarterl 
plans, as set up by the State Planning Commission of the USSR, and com 
firmed by the Soviet Government. 


GospLan USSR 
The structure and functions of the State Planning Commission of thi 


® Collective farmers are not nationally organised in their function of co-opere 
tive producers. : 

3 This continues, albeit not so fast as was anticipated in drawing up the Secon: 
Five Year Plan, despite the ney burden of armament production and no slack 
ening in the rate of capital development. e e. | 

11 The thousands of technical indices used in planning the work of an industriz 
commissariat may be classified under the following heads:—(a) Plan of produc 
tion (in terms of roubles, physical quantity, quality and variety); (b) Plan 
improving utilisation of productive capacity; (c) Plan for increasing labour 
ciency; (d) Plan for lowering costs of production; (e) Plan for workers req 
and wages; (f) Plan for training workers; (g) Requirements of materials, 
equipment, power; (h) Plan for capital construction, extensions, repa 
(i) Financial plans. Note the implied objective of continual technical pro 
which in the minds of Soviet political leaders and economists is inseparable 
planning. Note, also, that finance comes last, its function being to collate 
summarize, in money terms, the preceding “real” factors.” © ie ‘4 
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ISSR (Gosplan USSR) were reorganized and restated by the Soviet 
sovernment in a decree of 2 February, 1938, which is worth reproducing 


1 full (if readers will excuse the heavy official language). 


DEcREE OF THE SovieT GovERNMENT ON THE STATE PLANNING 
Pig CoMMISSION OF THE USSR 


Moscow, Kremlin. 2 February, 1938 


1. The State Planning Commission under the Council of People’s 
ommissaries of the USSR (Gosplan USSR) is a permanent Commission 
i the Council of People’s Commissaries of the USSR. 

2. The State Planning Commission under the Council of People’s 
ommissaries of the USSR consists of 11 members, individually approved 
} the Council of People’s Commissaries of the USSR, from among the 
fading planning workers, the most prominent scientific workers and 
ecialists. 

}3. The State Planning Commission under the Council of People’s 
ommissaries of the USSR :— 


(a) Works out and submits for the consideration of the Council 
_ of People’s Commissaries of the USSR the national economic long 
_ term, yearly and quarterly plans; 
__ (b) submits to the Council of People’s Commissaries of the 
_ USSR its findings on the long term, yearly and quarterly pre- 
_ pared by the commissariats and other departments of the USSR, and 
by the constituent republics; 
(ec) verifies fulfilment of the set economic plans of the USSR; 
_ _ (d) works out on the instructions of the Council of People’s 
~ Commissaries of the USSR and on its own initiative particular prob- 
lems of socialist economy ; 
(@) appoints expert commissions on particular economic ques- 

Stions; 
(f) works out, and presents for approval by the Council of Peo- 
} ple’s Commissaries of the USSR, points in the methodology of 
socialist planning; 

___ (g) supervises the work of socialist accounting [statistics] in the 
} USSR. 

. The principal function of the State Planning Commission is that of 
uring in the national economic plan of the USSR, correct relationships 
he developments of the various industries [branches of economy], and 
“measures necessary for obviating disproportions in the national 
omy. 
“he uate Planning Commission is responsible for co-ordinating, in’ 
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the national economic plan of the USSR, the work of complementaryp 
branches of socialist production: the extractive and manufacturing indus#’ 
tries; agriculture and industry; transport and the national economy 
co-ordinating increase of production with increase of consumption; prog 
viding finance and the necessary materials for production; achievina 
correct geographical distribution of enterprises for the purpose of abolishif 
ing distant and counter freights, that is, mear sources of raw materiag® 


and markets. ¥ 
5. In order to prevent hitches in the fulfillment of the national economi 


plan, the State Planning Commission :— 


(a) verifies fulfillment by the commissariats, departments an 
enterprises of the state national economic plan; 
(b) presents for consideration by the Council of People’s Comp 
missaries of the USSR problems and suggestions arising from thi 
verification of fulfilment of the national economic plan. 


6. In order to carry out the above functions, the State Planning Com 
mission has: 


(a) its central apparatus of departments, sectors and groups; — 
(5) in the republics, territories and provinces—agents of tk 
State Planning Commission for verifying fulfilment of the econogis 
plans. 


These agents are directly subordinate to Gosplan USSR, and wor 
independently of the republic, territory and province planning cons 
missions. ; 

7. Under the State Planning Commission is the Central Board fd 
Economic Accounting [statistics], whose work is governed by speci 
saa confirmed by the Council of People’s Commissaries of dl 

8. The following is the structure of the central apparatus of the Sta’ 
Planning Commission: 4 


Department for integrating the national economic plan, with a group fd 
balance of the national economy [this department ha 
a pricing section, which has since grown into a speci! 
bureau with increased staff] ; % 


for capital construction, with a group for balance of buil¢ 
ing materials; i 

a for finances (budget and credit) ; : 

E for distribution of enterprises and regional planning; — 


Sector for natural resources; for fuel, with a group for the fuel 
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rgy, with a group for the balance of metals; for the chemical industry ; 
r machine building, with a group for the balance of equipment; for 
ad and air transport and roads; for the timber industry; for the food 
dustry ; for light industry; for railway transport; for water transport; 
r agriculture; for distribution; for local and co-operative industry ; for 
e production of building materials; for housing and sanitation; for 
reign trade; for culture and cadres [education, amusements, sport, and 
ational training] ; for health; for communications. 

The Sectors of the State Planning Commission are concerned with all 
ints in the planning of the given branch of national economy, and 
rification of its plan fulfilment by all indices, quantitative and quali- 
tive. 

In addition to the above, the State Planning Commission comprises: 


A sector for the training of planners; 

A bureau for the ultimate registration of inventions; 

A department for internal administration; 

The journal “Planned Economy” and publications department; 
The Secretariat of the Chairman of Gosplan. 


9. The agents of the State Planning Commission in the republics, 
rritories and provinces, are appointed and withdrawn by the Council 
People’s Commissaries of the USSR on the advice of the chairman 
the State Planning Commission of the USSR and work on his instruc- 
ns. 

The agents of the State Planning Commission are paid from the Union 
dget, out of the estimate for Gosplan. 

10. The State Planning Commission of the USRR has the right to 
uire from commissariats and other government departments, and the 
ublic, territory and province agents of the State Planning Commission 
m the corresponding enterprises and economic organs—the necessary 
terials and explanations for verifying fulfilment of the economic plans. 
11. Planning commissions under the governments of republics and 
tonomous republics, under territory and province executive committees, 
2 guided by the directives of the Gosplan USSR on questions concerning 
methodology of planning and verification of plan fulfilment. 

12. The members of the State Planning Commission may not combine 
ir work in Gosplan with other work in soviet or economic organs. 

13. The State Planning Commission arranges its sessions for consid- 
tion of the principal questions of socialist economy connected with the 
ting up of the long term, yearly and quarterly national economic plans 
d verifying the course of their fulfilment. 

14. Under the State Planning Commission is a Council composed of 
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members of Gosplan, agents of Gosplan and other planning workers 
numbering in all up to 90 persons. 


The importance of this restatement of Gosplan’s purpose is that i 
emphasises the functions of co-ordinating the various branches of thif 
country’s economy, and constant observation of the progress of plan ful} 
filment. In recent years, as the experience of the province and republilf 
Planning Commissions and the planning-economic departments of t 
commissariats has increased, Gosplan USSR has tended to occupy itsel 
less with local and industrial detail, and more with the general co-ordinatg 
ing work, while all the time extending the scope of planning. } 

Thus, before 1936, at a certain stage in the preparation of the annu 
plan, the Republican Governments and Union Commissariats would han® 
in their provisional plan to Gosplan, which would, after much wor} 
fitting them together, hand in a national plan to the USSR Governmen 
which the Government would consider as a whole. Since 1936, however 
the Republics and Union Commissariats submit their plans direct to th 
USSR Government, which considers and ratifies them individually, wit: 
the expert advice of Gosplan, which sends in to the Government its findg 
ings and suggestions on each of these plans, having examined them fron 
the bird’s-eye viewpoint of the economic system as a whole. This is now 
stated in article 3, section (4) of the decree. a 

Sections (d) and (e), article 3, of this decree, indicate the work 
Gosplan as an advisory commission to the Government on all matt 
economic. These special Commissions set up by the Government or C 
plan on current economic matters or schemes for the next Five Year 
include leading scientists of all kinds, engineers, agronomists, industrialist 
and local experts. In the preparatory work on the second Five Year Pla 


all over the country have participated, and the Academy of Sciences play 
a leading part in this work. 

Section (f) of article 3, and article 11 indicate a very important pai 
of Gosplan’s work. As the largest and oldest 12 planning organisation: 
it has provided the methodological leadership for the other plannini 
bodies, since their inception. No Planning Commission in the horizonte 
Hierarchy has executive authority over those below; and this holds tru 
of the vertical hierarchy too, and of Gosplan USSR in relation to thi 
rest. But if necessary, a Planning Commission or planning-economt 


42 The staff of Gosplan USSR, without its subsidiary organisations in Mose 
and Leningrad, numbers rent e 1,000, including some 400 highly qualified e 
in the various departments. any of the best Soviet economists and tec 
men either work in or have worked in Gosplan. It was established in Feb! 
bode eee AS i BF abalone pad ck turn its attention from war to 

‘ a han of experts, mainly conce: i i ar 
electrification known as GOELRO. ; f epee with the oe 
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epartment may advise its Soviet, Government, Commissary or Director, 
) make the necessary orders or recommendations downwards, which will 
ach the planners below, through the Soviet or Director to whom they 
e responsible. By now, however, the direct authority of Gosplan USSR 
yer other planning organs, on matters of planning technique and proce- 
ure is considerable, and defined in law as well as practice. The Union 
pmmissariats and constituent republics must send in their estimates for 
je planned period, of production, requirements of labour, materials, 
wer, finance, and so on, and figures of the previous year’s fulfilments 
id current year’s expected fulfilment of plan, on forms standarised and 
uthorised by Gosplan USSR. These have been published in book form 
ch year since 1934 by Gosplan, together with instructions and explana- 
ary notes (Instructions and Forms for Setting Up the National Eco- 
mic Plan). ‘The planning-economic departments of the Union Com- 
issariats also standarise their planning work. The Heavy Commissariat 
iblishes annually for the same purpose a smaller book of the standardised 
ms and accompanying instructions for its Boards, Trusts and factories. 
osplan USSR also directly controls the training of personnel, at its 
anning Academy in Moscow and its Planning Institutes in Moscow 
d Leningrad, for the leading positions in the planning profession all 
er the country.?® 


pnomic activity of the USSR. This insistence is a sign of the develop- 
mt of other parts of the planning system, releasing Gosplan from con- 
n with local or industrial detail. It is, however, also due to the unsatis- 
tory fulfilment, hitherto, of this key function. A Pravda editorial 
February, 1938) on this decree ascribes deliberate creation of dispro- 
rtions in the plans, to the former leadership of Gosplan.1* 

rticle 5: Bound up with the work of ensuring that all kinds of eco- 
ic activity develop in step, is the task of foreseeing which industries 
} likely to lag behind the rest, which to run ahead, warning the govern- 
Int of such impending disproportions and devising measures to obviate 
'm or lessen their adverse effects. (This is all implicit in the phrase “to 
jify fulfillment” in the planning context.) For this purpose the State 


There are seven other large Planning Institutes, many local courses, evening 
ses and even correspondence courses for the training of planners. 


Planned Economy No. 2, 1938, gives some interesting details of wrecking in 
plan. A fully planned system like the Soviet one is particularly vulnerable to 
Dtage. It could be said that wrecking is, under Soviet conditions, in part a 
sequence of planning. Full planning is possible only as a means for carrying 
a clear-cut social purpose. This purpose had to be decided after prolonged 
ate within the Communist Party before full planning could commence. The 
at Moscow Trials may be regarded as the re-appearance, in an unexpected 
n, of this debate concerning social purpose, ten years after it was put to the 
and formally closed. 
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Planning Commission keeps the progress of the national plan under con: 
stant close observation by means of the extensive statistical servicep’ 
(see 3. g and 7) to be described later, special inquiries and reports, peri 
sonal contacts with business administrators, and so forth. Article 1CB, 
provides in law for the right of Gosplan, which had previously existed inbe 
practice, to require from local authorities “the necessary materials ana 
explanations for verifying fulfilment of the economic plans.” Gosplang 
acts as the fingers of the central government, always on the economitify 
pulse of the country. (On a smaller scale, local planning commission; 
and vertical planning departments fulfil the same function for theif, 
respective authorities.) Article 6. b, providing for agents of Gosplar 
USSR in every republic and province, to report on plan fulfilment 
entirely independently of the local authorities, is the major innovation inif, 
this decree, and will strengthen this side of the State Planning Commis§ 
sion’s work. 
Article 8: There are no fundamental changes in the actual depart 
mental structure of the Planning Commission itself. As before, therq 
are special “synthetising” departments, each of which deals with all sec@ 
tions of the national economy from a particular aspect (that of capita, 
developments, finance, and the regional or geographical aspect, wit Li: 
department for integrating the whole—the “brain” of Gosplan). Th 
remainder of the former departments, dealing with groups of industries} 
agriculture, transport, trade, etc., for the whole country, are now callee 
sectors. The provision that each sector be concerned with all points if 
the planning and observation of the corresponding branch of cconoa 
activity, is worth noting. This was the main purpose of the reorganis¢ 
tion of April, 1935 (which was more sweeping than the present one)) 
and is here expressly stated because it has not yet been achieved to a satis: 
factory extent. There is no mention in this decree of the department fo 
Defence, which included sectors for the armament industries, for t 
“mobilisation preparedness of the national economy,” and for the Com 
missariats of Defence and Internal Affairs, as established in September 
1937. At the same time the State Planning Commission’s Institute fox 
Economic Research was reorganised into a Technical-Economic Bure 
under the Chairman of Gosplan for research purposes, but there is n 
mention of this Bureau in the present decree. . 4 
Articles 14 and 2: The Commission set up in April, 1935, numbere: 
70 members (not to be confused with the staff), drawn from all relevam 
spheres, including the planning profession. The present Commission o 
11 is a less unwieldy body, and the large former Commission is replace 
by a Council of 90, to be called together periodically by the Chairn 
of Gosplan. 
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Economic AccoUNTING 


The statistical organisation (which the Russians, significantly enough, 
Il Economic Accounting) of the Soviet Union is worthy of special note. 
rallel with the horizontal planning system is a network of statistical 
gans controlled by the Central Board for Economic Accounting 
sunkhu) in Moscow, which takes its instructions from Gosplan and 
direct from the Government. Its head is one of the assistant chair- 
n of Gosplan. Every town, county, province, autonomous and con- 
tuent republic of the USSR has its economic accounting board, inde- 
ndent of the local authority, which inspects the collection of statistics 
the area, and receives monthly, quarterly and yearly statistical reports 
m all the local economic administrative organs. For special purposes, 
ch as the sowing or harvesting campaigns, ten-daily and daily figures 
received. ‘This continual stream of information is summarised and 
alysed by the local boards for economic accounting, and sent up, from 
wn and county, through province and republic boards, to the Central 
ard, being further summarised and analysed at each stage. At the 
ntral Board in Moscow some 800 people are continually at work on 
= methods of collection and compilation of the figures, and the prepara- 
n of regular and special reports required by the State Planning Com- 
ssion or directly requested by the Government. Special investigations 
many kinds are also undertaken by the local boards of Tsunkhu, such 
the continual collection of sample family budgets (including daily time 
enditure in work, leisure, study, etc., as well as the monthly financial 
dgets), which provide very useful information for working out the local 
‘national retail trade and other plans. One of the numerous special 
suses carried out by Tsunkhu was that for occupations in March, 
6. This gives the total staff of the Central Board for Economic 
counting and its local boards as 33,360 (of which 2,405 are part-time). 
this total, 784 were employed at the Central Board itself, and another 
1 at its “Factory of Mechanised Calculation” in Moscow; 18,250 were 
ployed in the town and county statistical boards. Institutes for the 
ining of statisticians, controlled by the Central and local Boards for 
nomic Accounting, employed a total staff of 3,760. 
he work of this centralised horizontal statistical service is highly 
dardised. The forms, periods and procedure for all kinds of this con- 
ous statistical reporting are fixed by the Central Board in conjunction 
h the Commissariats. The absence of such standardisation in the early 
rs, when the service was being built up, rendered any effective utilisa- 
1 of the local reports at the centre very difficult. Bureaucratic ten- 
icies are occasionally drastically checked by the government itself, 
ich recently cut down the statistical returns to be made by collective 
ms from 50 to 14 forms per annum. 
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Within the “vertical” system of the business commissariats, boards an 
trusts, including the factories, mines, railways, shops and farms, eac 
planning-economic department has its corresponding statistical group 
Like the planners, the statisticians are responsible to the business directo 
concerned. The functions of book-keeper and statistical reporter arg 
carried out by the same people in the smaller enterprises, but they ar 
quite distinct. This statistical work, too, is standardised as much 
possible by each commissariat. There is thus a constant stream of figure: 
going up from each factory, etc., through its trust in summarised form t 
the commissariat, and thence to the Central Board for Economic Account’ 
ing which, continually receiving and tabulating figures sent up along bot 
the “horizontal” and “vertical” lines, is a vast storehouse of informatio 
on the economic condition of the USSR. ; 

Some mention, in an account of the Soviet planning apparatus, must b 
made of the Communist Party. Almost every executive position | 
responsibility in the country is held by a member of this highly discipline 
devoted, and effective organisation of able men and women. The impon 
tance of this, in achieving that unity of purpose and policy essential fo 
any thorough planning system, needs no stressing. There is, howeve 
something more in the political organisation of the USSR which maki 
planning possible. That is the unity of purpose between different ki dip 
of people, peasants and workers, brown and whites, managers ane 
labourers, under economic arrangements through which, in the absenc’ 
of clashing vested interests, the enrichment of the individual or group i 
combined with the general advantage. 4 


Ww 


Human Conservation And The Family’ 
By 
JOSEPH K. FOLSOM 
I. The Functions of Family Relations 


@OR brevity I shall let “family relations” stand for courtship, 
marriage, and the family and all sexual, parental, and affec- 
tional human relations. Insofar as human needs are material, 
they can be measured in grams, vitamins, and calories. The 
man needs satisfied by family relations are non-material. They can 
expressed only in terms of qualities, patterns, or relations, not in 
ple terms of quantity. 

Several thinkers have tried to take inventory of the non-material needs 
human beings. William I. Thomas classifies them under the headings 
the so-called four wishes; namely, the wish for security, that for 
Ww experience or novelty, that for recognition or superiority, and that 
r response or love. Dunlap includes both material and non-material 
tors under nine so-called primary desires: alimentary needs, excretory 
eds, protection, activity, relaxation, erotic desire, preeminence, and 
formity. ‘These are inventories of the needs of human beings—their 
isfactions are ultimate objectives. The satisfactions, however, are 
ought about largely through the instrumentality of society and culture. 
1erefore there are many instrumental functions which have to be per- 
med by social institutions before we arrive at some of the final, personal 
isfactions. 

In general the functions of family relations are: first, to produce 
pring; second, to care for and educate the child; third, to provide 
nomic or material goods and services such as food, clothing and 
Iter; fourth, to serve as a center for recreational activities; fifth, to 
pvide individuals with social status and to take certain responsibilities 
| their control or discipline; sixth, to provide certain desired emotional 
sfactions, such as sexual pleasure, companionship, security of affection, 
love of various kinds and degrees. ‘The second to the fifth might 
called societal functions. From the standpoint of the individual 
se are instrumental, they are means to ends. ‘The sixth function 
sometimes been belittled as catering “merely” to individual pleasure. 
t what is society for, in the last analysis, if not for individual pleasure 
the largest and highest sense? However, if one does not like this 


Paper given at the Conference on the Conservation and Development of 
an Resources, Washington, D. C 


ie 
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philosophy, we may point out that the emotional satisfaction of individuagy 
is necessary to their health and good behavior and therefore to the stabilitif 
of society. : 
The functions of family relations, then, might be said to be « 
three kinds: racial (that is, perpetuation of the species), societal, ar: 
emotional. ‘ 
No category of human wishes or needs is untouched by these famili® 
functions. However, it is probably safe to say that in all societies th}, 
needs we call love, sex, response, affection, and emotional security gg 
their main and direct satisfactions through family relations, and aq, 
therefore peculiarly related to the family. i 
The family is sometimes said to be a declining institution. A whobf, 
fair, picture of the situation does not justify such an interpretatiog) 
It is true that to a large degree economic functions have been transferrep) 
from the home to industry, educational functions to the school, recreq) 
tional functions to various agencies outside the home, control functiod) 
to the community and the state. Family authority has grown less. | 
the losses among these societal functions have been partially balanca) 
by the greater elaboration and higher standards of those elements § 
the societal functions which still remain in the home. The family§ 
economic functions, if this means the physical production of foo 
clothing, and the like, have been largely and perhaps permanentif 
reduced in volume. In some aspects of the educational and recreation 
functions, the home is gaining. The radio, air conditioning, househow 
machinery, the telephone, the automobile, and the increasing quantititf 
of books, magazines, recreational equipment, and so on, tend to che 
the loss of various societal functions from the home. The reproducti: 
function has not shown any tendency at all to leave the family, a 
the emotional functions of the family have become more important | 
more crucial. Urbanization, mobility, and anonymity have placed upe 
marriage and the family a greater share of the task of giving the individu 
a sense of belonging, of being loved and valued as a person. ‘ 
In view of the above trends, it seems to me that this paper shou 
emphasize especially the emotional functions performed by family re 
tions. The central core of these functions is the satisfaction of t 
needs for love or affection, including both its physical and non-physid 
aspects. With these affectional satisfactions, however, are closely intd 
woven certain strands, so to speak, of other kinds of satisfactions, 
as emotional security, ego satisfaction, pride, vanity, adventure and t iri 
These, through emotional conditioning, may depend upon love or lod 
upon them. We cannot ignore them. We must consider, moreover, 
reproductive and societal functions of the family as they relate them ely 
to the emotional functions, but shall attempt to avoid detailed consider 
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ion of matters such as housing and birth control. Finally, we cannot 
pnore intimate friendships and any other human relations which some- 
imes serve as substitutes, however inadequate, for normal courtship, 
Marriage, and parenthood. 
However we may label or classify emotional or other non-material 
vishes or needs of human beings, we cannot understand them through 
ny analysis which is merely static, which assumes needs as constant 
jactors. The cardinal fact is that the non-material needs and desires 
}f an individual or of a group of human beings are continually changing. 
Always they are a function of the existing culture or situation. We are 
isked first to “ascertain scientifically what are the common, basic needs 
jf mankind.” We are asked then to show how modern institutions 
ontribute to or handicap the satisfactions of these common, basic needs. 
if we are talking about non-material needs, this procedure is almost 
tke putting the cart before the horse. Modern institutions and culture 
ave created the bulk of human so-called needs as we now see them. 
et us therefore proceed to consider the emotional needs of mankind 
dynamic terms. ‘This means that we must consider simultaneously 
uman needs and social change. Out of this will develop a statement 
# needs, on a sociological level, which may be helpful in practical social 
gineering, rather than a further psychological analysis of the emotions 
hemselves as constant factors. 


II. Social Change and the Needs Served By Family 


Relations 


} 1. The objects of love and the pattern of affectional desires and 
ehavior are determined by emotional conditioning. ‘The only inborn 
hing about love or sex behavior is a few simple reflexes, biologically 
xcitable only by contact stimuli (and possibly smell), not by things 
eard or seen. Male animals learn to prefer females sexually by trial 
id error; human beings acquire heterosexual desires through verbal 
aching and various kinds of social suggestion. Homosexuality fre- 
luently occurs through the accidents of emotional conditioning, and 
buld become the love pattern of the majority if the cultural set-up 
hvored it, as was true in some respects in ancient Greece. The only 
jasic biological needs in this field are the need for genital friction to 
duce orgasm, the need for distended mammary glands to be sucked, 
ad the need of the infant to suck. Only the mammary needs are 
ysolute necessities, that is, would result in pain, illness or death if 
insatisfied. The genital needs appear to be quite superfluous urges in 
e biological economy of the individual; their frustration does not 
jure or shorten his life but only leads to overactivity or restlessness. | 
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Man, and to some extent other primates, are the only animals which i 
use sex for play or varied emotional satisfaction ; with most animal: 
it serves only the function of reproduction, is periodic and consumes ) 
little time. : 

It is only in modern society since the perfection of contraception tha 
men and women generally have been able to use sex freely for purep’ 
pleasure or emotional satisfaction. i 

Mother love does not develop automatically out of childbirth; + 
arises from conditioning in the nursing experience, or from verbaa® 
teaching and suggestion inculcated during the woman’s earlier lifeg 
Father love is absent in some societies. In at least one well-studiec#! 
society, in the Trobiands, paternal tender love is highly developed ana 
constitutes a major emotional satisfaction of the adult male despite theft 
fact that the biological role of the father is totally misconceived anog 
there is no sure check upon his identity. a | 

2. The broad outline patterns into which the emotions are conditionec® 
are determined in part by certain universal patterns of human society® 
but mostly by the peculiar culture of the given society. “The universaa 
love patterns seem to include heterosexuality of sexual passion, somaf 
degree of continuity of sex relationships as distinguished from completép 
promiscuity or opportunism, some kind of incest taboos, and some degreep 
of mother love. These patterns are not biologically inborn, but ar 
acquired through universal conditioning. Most of the features of tha 
love pattern vary with culture. Our American culture conditions tha 
majority of us to a certain father-child love and a more intense mother 
child love; to a need to “belong,” without question, biologically ana 
socially to specific parents and family; to a need for exclusive possessio 
of a sexual partner; to a need for a partner of the same age class, am 
removed at least four degrees in blood relationship; to free mutuad 
choice of mate; to a sequence-need for romance first, then marriage 
ritual, then sexual intercourse; to certain definable rules of bod 
concealment or privacy, of segregation of the sexes, and so on. T. 


is better or worse than others. 

3. Individuals in every society deviate in varying degrees and dire 
tions from the cultural pattern of emotional needs. It is not merel 
their overt behavior which deviates, but also their desires or nee 
These vary because the situations in which emotional conditioning ta 
place vary greatly, even within a uniform cultural milieu. Ever 
society contains some individuals who cannot satisfy strong emotiona: 
needs without violating the rules or values of the culture, as for examp 
the homosexual in a strongly heterosexual culture, the sexual var 
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a strictly monogamous culture, or the monogamously inclined youth 
mong Samoan young people. 

4. Individual deviations in emotional needs are more numerous and 
xert greater pressure in our modern society than has been true in other 
ras and societies. ‘This is due to: (a) the greater complexity and 
ariety of the modern social environment, (b) the greater mobility of 
e individual within our society, (c) the positive valuation which our 
ulture, in the tradition of Rousseau, places upon individual freedom 
nd self-determination, (d) the fact that the value-scheme itself of our 
ulture is derived relatively recently from heterogeneous sources not 
et entirely integrated, (e) the new differentiations of value-schemes 
hich are going on within our culture, (f) the development of the 
iological and social sciences, which tend to destroy the super-human 
nctions for all value-schemes, (g) contraception, and (h) the uneven 
rogress of related social changes producing “cultural lags.’’ Modern 
dividualism is not so much a matter of each single person’s developing 
independent scheme of needs and values. It is rather a matter of 
ifferentiation of value-schemes within the larger culture. Most indi- 
iduals get their value-schemes largely by imitation, but modern society 
ers them not one single model of the ideal love life, but a choice 
om among many models. 

5. Despite the loss of absolute sanctions, our present problem is not 
general demoralization or disappearance of values; it is rather the 
nflict of incompatible values and the difficulty of choice. For example, 
any young people believe there is a real positive value in going through 
the full sexual consummation of a love relation whenever the emotions 
e at their climax; at the same time they feel there is a real value in 
aiting for marriage. It is no longer a wrong versus right, but two 
compatible “rights.” Many a mother sits on the fence of indecision, 
ondering whether to work for a certain discipline and automatic 
edience at the risk of resentment and repression, or for a complete 
utual understanding with the child at the risk of her own patience 
d nerves. 

6. Frustrations have increased because modern society tends to expand 
‘man wishes more rapidly than it organizes and disseminates the 
actical means for their satisfaction. A Cape Cod fisherman is quoted 
saying: “My father wanted fifteen things. He didn’t get ’em all. 
e got about ten, and worried considerably because he didn’t get the 
her five. Now, I want forty things, and I get thirty, but I worry 
ore about the ten I can’t get than the old man used to about the five 
‘couldn’t get.” The fisherman might have added that inclinations 
nd to become wants, wants become needs, luxuries become necessities. 
In the field of love, the movie and the short story are responsible for 
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much of this new wishfulness. In the older days class limitation, 
checked over-wishing. The milk maid didn’t so seriously aspire ti}. 
wed the prince as the beauty parlor worker now aspires or hopes ti 
marry a Clark Gable. The very fluidity of society today makes almos 
any experience theoretically possible for anyone. We want thing: 
because we may have them; then we are frustrated because we canno®. 
get them. ; 
7. Modern liberty, with the breaking down of caste and the enlargem 
mobility of the individual, has contributed to these over-expectations an 
consequent disappointments. Many thinkers have reasoned that th 
greatest common denominator of all the non-material satisfactions cf 
human beings under individualism and diversity must be liberty. 
quote H. G. Wells: “Freedom . . . if you use the word broadly, is 
primary desire of living things. Almost all that they desire eithe { 
individually or in common, can be expressed as a freedom, as an escapiy 
from limitation.” Bertrand Russell, applying this ideology to love . 
says: “Relations between adults who are free agents are a privat | 
matter, and should not be interfered with either by the law or by publilf 
opinion, because no outsider can know whether they are good or bad... 
The cramping of love by institutions is one of the major evils of thif 
world.” 
Yet the popular appeal of fascism and of several back-to-authorit! 
movements suggests that liberty is a cause of modern over-wishfulness ¢ 
over-hopefulness, and consequent frustration. The emotional straii 
involved in making too many personal choices and that resulting from 
too many disappointments nourishes the quest for certainty and authorit 
Perhaps the secret of the spread of the Oxford group movement i 
in the sense of being guided through the all-too-numerous and differ 
decisions of everyday living. ‘The fascist cultures, as also the Romag 
Catholic ideology, are pervaded by an implicit if not explicit assumpti 
that the way of happiness is the way of individual limitation. Catholi 
culture provided different but irrevocable statuses for different types 4 
individuals. It gave celibacy a chance for high and honorable compe 
sation instead of encouraging the celibate to spend years wonde it 
whether he or she would, or should remain celibate, in appearance 
actuality, in both, or in neither. German fascism attempts to. 
differentiate the sexes, encouraging early marriage and putting wome 
back into the kitchen, instead of letting them decide between home, ca zi 
both or neither. 


backward. 
We seem to be at an impasse. There are some prophets who t 
to lead us forward into the promised land of liberty and the - 
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bundant life for each individual. Others urge us back to the lost 
aradise where people were happy because they knew what was right 
nd wrong, and each individual, feeling secure in a solidary society, was 
ontent to play his own role without craving to taste all roles. 

It is not so much a question of which course is desirable, as of which 
ourse in the long run is possible. ‘There is strong presumptive evidence 
favor of going forward, that is toward a greater though better balanced 
nd more intelligent liberty, toward expanding and adjusting the means 
f satisfaction rather than toward narrowing and limiting individual 
yishes. For this has been continuously the direction of social evolution. 
‘he backward looking prophets, well exemplified in my field by Zim- 
herman and Frampton with their revival of LePlay’s social philosophy, 
re staking too much on the cyclical or oscillatory forms of change 
rhich do indeed occur with respect to some aspects of the cultural 
jattern. But these philosophers underweigh the fact that social change 
hn those matters which affect the quantity and variety of human wants 
las been in one continuous direction and irreversible, for it rests upon 
ne progressive unfolding of scientific knowledge. James Russell Lowell 
hid: “There is a tide in the affairs of man, but there is no gulf stream 
Ptting forever in the same direction.” In his second clause, I submit, 
he poet was wrong. 

} It is not probable that mankind generally can be made to give up the 
reater variety and swifter tempo of experience provided by the auto- 
obile, the motion picture, and the radio, or to forget vitamins, Freudian 
sychology and contraception. There is promise of bio-chemical dis- 
veries which may make possible a much greater control (by himself), 
id enrichment of the emotional life of the average individual. Science 
ith modern universal communication is continually letting cats out of 
ugs. Slavery has become untenable not because slaves were unhappy 
t because they are human beings and cannot permanently be kept 
gregated from the general stream of human experience. It is not 
kely that we shall be able again to differentiate and crystallize the 
fectional roles of men and women, old and young, married and unmar- 
ed, parents and childless couples. There will be greater differentiation 
' roles and patterns of life, but this will be according to the vicissitudes 
individual development and not according to any predetermined social 
assification. 

If one may predict on the basis of apparent trends, we shall have more 
hartment house living and also more single family houses; more career 
ives and also more completely and thoroughly homemaking wives, 
ore large families and also more small families. Contraception has 
ade physically safer an earlier beginning and greater variety of sex 
e for a greater proportion of persons. We do not yet know whether 
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this freedom which has become physically possible will prove to be 
socially possible when adequately tested on the level of frank and hones 
practice. If it does so prove, we can be certain that whatever is possible 


will become actual. / 
What does man want? He wants all he can get! In the short rung; 


men may be dominated by their fears and their need for security, in the . 
long run their destiny is governed by their insatiable curiosity. t 


III. Family and Personality Breakdowns as 1 


Indicators of Needs 3 


The method so far has been to draw a picture more or less theoretically 
or deductively out of broad observations of social change and familyg 
life. Let us check this by a method which is more precise in its first 
step although not in its later steps. This method is suggested by theg 
work of Dr. James Plant and others who might broadly be calledg 
sociological psychiatrists. It begins by taking inventory of the break} 
downs or maladjustments in the social process of satisfying emotional 
needs in our present day American cultural setting. This we can dc 
by surveying the experience of certain kinds of clinics to which comag 
the individuals who have suffered from these breakdowns. Dr. Plant 
Lawrence Frank and Dr. Karen Horney, among others, have said tha 
these maladjustments are not necessarily to be attributed to the indi-f 
vidual personalities, but that it may be rather “society itself which is 
the patient.” Most psychiatrists in the past have minimized externa 
situations and attributed mental and nervous breakdowns to causes 
within the personality. But these personality defects, insofar as 
due to organic causes, may often be traced to situations in earlier lifed 
situations which perhaps had meanings to the child which are not apparen 
when the situation is described objectively by one adult to anoth 
Helen Witmer, summarizing many statistical studies, finds that “problem 
children, delinquents, pre-psychotics, manic depressives, and schizo¢ 
phrenics are much more apt to have been subjected to adverse parenta2 
attitudes than individuals who are socially well adjusted.” Thus 
what clinicians well know to be true “in many cases,” we now know 
to be true in general, thanks to this contribution of statistical and cas¢ 
methods. It is to be noted that this definite correlation with bac 
parental attitudes holds true for each of these classes or personality! 
disorder or breakdown. ; 

It is to be noted that the real source of this continuous stream 0% 
unhappy, emotionally crippled personalities lies not in any simple 
obvious attribute of home life, such as drinking fathers, working moth 
divorced parents, or crowded rooms. Employed college graduate moth? 


Boag = 
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rs, according to recent study, were found to spend more time with 
heir children and to get along about as well in family living as did 
he “full time” homemakers of similar status. Not even knowledge 
ersus ignorance of child psychology, on the merely intellectual level, 
s the crucial variable. It is the emotional attitude of the parents 
foward the child which is most important. This may be belied by 
their outward efforts and practice, but the true attitude is bound to 
ave its effect. 

The child guidance workers classify bad parental attitudes broadly 
S Overprotective and rejecting. The former is marked by “excess of 
ttention to (the child’s) desires or excess of control over his activities.” 
he latter is a lack of affection for the child, an emotional tendency 
o thrust the child out of the house. Rejection is apt to produce the 
elinquent, the “hardened” or aggressive personality; overprotection 
ie “spoiled,” neurotic, dependent, or sometimes rebellious personality. 
jut these suggestions greatly over-simplify the picture. 

Among the nineteen kinds of bad parents enumerated by Miriam 
aters are the following: 


Who makes a faulty characterization of a child (especially in 
the child’s presence). 


Who cannot shield a child from premature exposure to adult 
anxiety and perplexity. 

Who permits his own thwarted love life to pervert his rela- 
tionship to his child. 


Who permits the family atmosphere to become infected with 
his “inferiority complex.” 

Who will not let a child grow up, who does all the talking, 
makes all the decisions, meets all the issues, and exercises perpetual 
chaperonage. 

Who does not wholeheartedly inculcate the idea of family 
formation for the next generation. 


Child guidance workers have become more and more convinced that 
d parental attitudes and their bad consequences to the children are 
a large proportion of cases due to bad marital adjustment between 
€ parents ; and consequently child guidance clinics have given increasing 
tention to the problems of the parents themselves. 

Studies of marital dissatisfactions seems to indicate that about half 
€ cases of serious marriage conflict result from specific disagreements, 
incompatibilities of aims and values, which do not constitute general 
rsonality defects. In other words, such conflicts could not have 
en anticipated before marriage, except possibly by careful and cal- 
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culating analyses of the values and attitudes of the two parents, an 
not always then. 

Enumerators roughly agree in making (a) sex and affectional desir 
and (b) finances, the major objects of conflict, with about equal weigh 
But the deeper truth is that every conflict tends eventually to involve 
many or all objects. Harriet Mowrer finds that sex is a factor i 
practically every case but that it is always complicated by other factor 
Popenoe finds sex an almost universal factor and that improvement o 
sexual technique very commonly helps the situation. 

It would be a very rough guess that in 20 per cent of all marriages. 
and 60 per cent of all serious marriage breakdowns there is something — 
which might be called a personality defect, from an outsider’s point 0 
view, in one or both partners. Estimates of the proportion of unhapp; 
marriages vary from 13 per cent to 50 per cent. 

A questioning of 120 unmarried men and women as to why the: 
had failed to marry brings forth as reasons: among women, desire for ’ 
a career, and lack of contacts; among men, economic difficulties, lack 
of time, disapproval of modern customs; among both, difficulty of 
meeting the right kind of persons. . 

Those who have observed many concrete cases of personality break - 
downs, and have tried to describe the conditions of modern society which 
lead to them, have arrived at formulations such as the following: 

1. Isolation of the individual from satisfying human contacts, espe 
cially in the working class, in spite of physical congestion of populatio 
superficial acquaintance easier but deep friendships fewer and mo 
difficult than in the past ; availability of vicarious, unreal, and introversive 
satisfactions, such as the movies, rather than of contacts with natu 
soil, and real people. 

2. Division of the individual’s interest among various specialized | 
institutions, with a consequent loss of unity of personality. 

3. Rapid residential turnover, resulting in anonymity, superficial 
of acquaintance, uncertainty of status, and sense of insecurity, which 
calls for increased personal affection as a compensation. 

4. Conflict of values and lack of certain authority as to what is wort 
while; sense of guilt likely to arise whichever way a decisions is made. 

5. Domination of life by competition and rivalry. Perfectionism and | 
pressure for results prevent enjoyment of process of living; family li 
dominated by social climbing. 

6. The lag in the dissemination of accurate sexual knowledge, includ- 
ing birth control, behind the letting down of taboos and advance of f 
erotic stimulation. 

7. Noise, and other competing, distracting stimuli which lead to 
fatigue and emotional strain. ¥ 
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More serious than individual breakdowns is the threatened breakdown 
of the race itself. It is indicated with mathematical certainty that 
population will decline if birth rates continue at their present level. 
The general decrease of population will take still another generation 
to actualize itself, and in the meantime corrective measures may be 
|taken. Even if the total population does not decrease, however, the 
jpresent differential birth rate is a threat to the future quality of the 
jrace. Even if the biological difference between the large family and 
ithe small family stocks is not so great as eugenists have believed, it 
jis a matter of great social inefficiency to have the great bulk of our chil- 
idren born in the homes and families which are socially less competent 
o care for them. Certainly the most outstanding of human needs 
iin the field of family life, is the need for a reversal of this differential 
pirth rate. The meeting of this need depends largely upon the meeting 
pf the affectional needs. If family life can be made a more reliable 
Source of emotional satisfaction, then the people who control their births 
mre likely to have more offspring, for they will less frequently feel 
mpelled to seek other satisfactions at the expense of adequate family 
ife. On the other hand, the reduction of births among the less com- 
betent families demands clearly and unequivocally the further ‘dis- 
semination of contraception until it goes the whole way through society. 
The experience of certain European countries has shown that such 
dissemination to even the poorest and most ignorant is effective. 


IV. A Suggested National Policy 


For want of time, I shall try to outline a policy without specifying 
detail what organism should carry it into effect. In our country 
wich can and must be done by State governments and by private 
ational associations which cannot be done by the Federal Government; 
et the steps taken by all these organs may be part of an integral national 
olicy in the broadest sense. 


' This policy is based upon the essential faith that the basic social 
lhanges we have outlined are irreversible, and that the solution of our 
roblem lies not in going backward, but in going farther forward. 
Wherefore its central theme is not to limit the individual range of choice, 
jut to implement choice. 


} (1) Lectstation Wuicu Coerces or Limits THE INDIVIDUAL 


I believe that efforts to produce a coercive uniformity of State mar- 
age and divorce laws at this time would threaten progress by hindering 
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experiments. Progressive states can take the lead and others follow, 
as has already happened in the case of waiting period and physical 
examination laws. In this field the principle of interstate competition 
is not nearly so important as in the field of industrial legislation and 
hence there is little or no need to compel uniformity. The alleged 
confusions of the law affect very few individuals and constitute a trivial 
problem. 

I believe that legal coercion should be used for purposes of physical 
health and safety, but not to enforce values which are uncertain, 
changing, seriously disputed, and conflicting. I believe that individuals 
should be compelled to reach certain degrees of maturity and actually 
forced, if necessary, to consider alternatives and acquire certain infor- - 
mation before they are permitted to make long-time decisions. Thus ; 
I favor the tightening up of marriage laws with regard to age, and. 
physical examinations including Wassermanns. I would use pressure: 
and coercion, so far as it did not defeat its own purpose, to have all | 
applicants for marriage licenses given literature, lectures, and personal | 
counselling which might insure their acquaintance with essential sexual, , 
psychological, and economic information. I would remove all legal | 
restraints upon contraception, and upon the affectional and sexual| 
relations of adults, and would impose penalties, if practicable, fort 
failing to take treatment for venereal disease or for exposing others 
in any way to it. ; 

I would introduce the principle of mutual consent into our American! 
divorce law, but only with provisions for a compulsory waiting and! 
counselling period, and without arbitrary distinction between childless: 
couples and those having children. Divorce at the wish of one party! 
alone should be granted in cases of serious cruelty or injury, mental. 
or physical, without special emphasis on some one kind of wrong. But 
all divorce cases should be handled by expert judges trained in humani 
relations, using social case work procedures and not legal rules of 
evidence, avoiding publicity, and sometimes using small confidence- 
keeping juries of experts. The policy in the long run should be to 
work for a substantial reduction in the present American divorce rate. 
There are cases where divorce is probably the best solution. There are 
other cases in which the very difficulties and the conflict ideology of our 
divorce procedure alienate partners who might otherwise come together 
again, perhaps even after a long period of “marital vacation.” The 
law kills loyalties by trying to compel them. It is necessary to prove 
that one partner was guilty and the other person innocent. The 
divorce laws imply that adultery per se is the greatest possible wrongs 
one partner can do another, and in some states that wrong is essen 1 
to divorce. ‘They imply that a period of sexual penance should inter 
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vene between breaking off with one partner and entering relations with 
another, in other words, that sex itself is the basic wrong. ‘These 
attitudes are utterly unrealistic in terms of modern social facts. We 
need more humane and decent divorce, and through that eventually 
we shall have less divorce. 

In general, coercive, regulatory, and status fixing law can play a 
very limited part in the improvement of family relations. 


(2) ORGANIZATION AND INTERRELATIONS OF INSTITUTIONS 


In general, the sociological needs indicated by our studies are not so 
much needs for any particular changes in family relations themselves, 
which will be subject to increasing individual derivations anyway. 
Family relations will grow richer and stronger, if instead of trying 
0 prescribe their forms, we recognize them as the independent variable, 
is also individual personalities, and causes other institutions to do the 
idjusting. The family needs to be recognized much more explicitly 
or what it is come to be, namely, a kind of goal institution of human 
ife toward which other institutions are means or instruments. A large 
art of the needs of individuals is satisfied through the family, particu- 
arly the love needs. It should be the function of other institutions, 
n turn, to cater to the family as well as to individuals directly. 

Industry should subdivide labor and create jobs in accordance with 
amily and personal needs of workers and not merely according to the 
nost immediate and direct efficiency of the industry. For example, 
here should be part-time jobs for married women and adolescents. 
There should be in general shorter hours of labor, so as to allow more 
ime for the breadwinner to develop his family life. There should 
e varied and flexible schedules of work, so that some workers could 
ave larger blocks of free time for their families and recreations, while 

thaps, compensating for this by longer hours at other periods. Married 
omen should not be discriminated against in industry and should be 
iven adequate leaves and security in case of childbirth. 
_Communities with great excesses of men or women should be modified 
conscious community planning and introduction of new industries 
itil there is a fair balance between marriageable men and women. 
Labor organizations should be encouraged to take up actively the 
udy of family problems and to consider family needs in formulating 
eir requests to employers. Parent education and family life education 
ould play an important part in workers’ education. When labor 
esents its case in terms of family needs as well as in terms of the 
sic arguments of social justice between classes, it may find a new 
rce of sympathy and strength. 


ee 
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Government and social work in dealing with the dependent, defective, 
and delinquent classes of persons should organize their treatment in 
terms of the family as a unit. In Federal, State and local governments | 
there should be coordination, in the form of administrative councils or ' 
otherwise, among the several departments and bodies affecting family 
life. he visiting of families on relief or receiving state aid should 
be integrated under a single visitor for each family, regardless of the: 
type of aid received; thus bringing public welfare services under the: 
form of approach so well used by private family welfare agencies. . 
Recreational and group work agencies should be guided in their policies 
by family as well as ‘ndividual needs. They should have more family ' 
programs and less segregation of ages and sexes. | 

There should be a great national association or council which would | 
integrate the various national associations now promoting in various 
specialized ways the improvement of family relations. ; 

There should be a further spreading of the cost of medical care. 
Social security against unemployment, old age, accident, and other 
hazards of life should be extended. 5 

Low-cost, adequate housing should be greatly extended ; houses should 
be planned more than now in terms of family needs; family relations 
experts should be attached to housing authorities. - 

The economic burdens of raising children should be more widely; 
distributed over society. This can be done in part voluntarily within: 
the large family (in the old sense), that is, through the help of less: 
burdened relatives. Socialization through publicly or coorerativel 
provided services such as housing, medical care, nursery schools, nurseries, 
scholarships and playgrounds, is to be preferred to redistribution of 
cash, because the former method determines the services themselves i 

accordance with socially formulated needs, while cash is more or less 
subject to diversion from the intended purpose. However, cash sub- 
sidies with certain safeguards may be justifiable and practical. Fam 
wage scales (rather than flat subsidies) should be considered. . 
The great problem would be to limit such help to families whos 
further reproduction is socially desirable. 7 


q 


4 


(3) ORGANIZATION TO IMPLEMENT CHOICE 


We need to organize our social mobility and fluidity in terms of indi 
vidual needs. We need much better mate-finding machinery, so tha 
persons can practically find the type of personality that each uniquel} 
craves for a mate. More time, and appropriate settings, should b 
planned for courtship by schools and by churches, by group worl 
agencies, by young people’s associations of all kinds, as well as Dy 
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families themselves. There should be agencies through which people 
could find friends, of either sex, having desired attitudes and interests, 
in our highly urbanized, heterogeneous and essentially lonely society. 
A clearing house of information about recreation and leisure-time oppor- 
tunities may serve as a medium for widening the contacts among persons 
of like interest. ; 

Employment services need to be expanded and integrated. One of 
the great obstacles to the readjustment of families in difficulty is the 
impracticability of going where one’s mental or physical health de- 
mands, because he has no job there. ‘There should be machinery by 
which any person having a job in any place might have some reasonable 
assurance of giving it up and securing a similar job in another place. 

The whole system of finding dwellings should be centralized and 
coordinated in each community. Even our present inadequate housing 
could serve family needs much better if there were any rational and 
efficient way for a family to find the kind of dwelling most suited to 
its needs. In some government resettlement communities, the experiment 
of assignment of families according to expressed choices of individual 
families for other specific families is being tried, after the manner of 
Dr. Jacob Moreno’s “sociometry.”’ 

Consumers’ information in the form of publications and consultation 
bureaus should be extended. Consumers’ cooperatives should be en- 
couraged, and people’s interests as consumers should take precedence 
over their interest as producers. 


(4) EpucaTIon AND PERsoNAL GUIDANCE 


_ The schools should make education for family living one of their 
major objectives; this should be explicitly recognized by teachers and 
pupils alike ; there should be a reorganization of subject matter in terms 
9f this function, and also other functions of living. Nursery schools 
should be greatly expanded, not as a substitute for, but as a supplement 
ind aid to the family. The schools should increase their cooperation 
with the home through parent-teacher organizations and the like, and 
hould continually interpret their work to parents. Teachers should 
ye selected and trained with a view to personality qualifications as well 
is to formal academic requirements; they should have definite training 
n mental hygiene and human relations. Adult parent education should 
ye further developed by schools, churches, women’s organizations, social 
vork agencies, and others. 

Education for family living should integrate the most useful know]- 
dge about sex, about child and personality development and human 
elations and about the economics and technology of homemaking. It 
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should hold up the ideal of large families as a means of self-expression 
and happiness for fit couples, as well as the ideal of happy family life 
for all. 

Family counselling services should be set up by the best fitted organi- 
zation in every community. Sometimes the government itself might 
be the suitable sponsor. This service should be coordinated with the 
counselling services of the schools and colleges, with mental hygiene 
and child guidance clinics, and with the work of family case work 
organizations. ‘The professions of social work, medicine, education, and 
religion should be presented in cooperative enterprises to establish family 
counselling. Counselling should furnish guidance to individuals in 
regard to mate choosing, sex problems, marriage conflicts, parent-child 
relations, and the management of human relations in general. 


(5) RESEARCH AND EXPERIMENT 


While guidance requires counsellors of attractive and reassuring per-- 
sonality, it requires also positive knowledge based upon research. We: 
need to know especially more about the syndromes or types of human i 
personality. The questions: “Should I accept this proposal of mar-- 
riage?” or “Should we get a divorce?”’ can be well answered only’ 
when we have much better knowledge of this kind. It is possible that 
certain predictions could be made about the probable emotional future? 
of persons having certain temperaments and values. It is possible that 
among the techniques of mental hygiene or of adjusting to frustrations, 
that one’s meat is another man’s poison. The frequent advice, “Gett 
interested in something else and try to forget it,” may be just the wrong. 
thing for a certain type of personality to do. Such a person may find | 
relief and happiness much sooner by concentrating upon his problem: 
and working through it. ; 

Research is needed also to discover what patterns of family living? 
are internally consistent and therefore constitute genuine alternativess 
for choice. Is it consistent, that is, “practical,” for a family to places 
high value upon home ownership, and also to place high value upor 
the kinds of adventure that come through traveling and long vacations? 
Are those two values compatible? 

Sometimes the incompatibility of two values is only apparent, because 
of the presence of a third concealed value whose explicit recognitio 
and rejection might solve the problem. Thus many a family decides: 
that it is impossible to maintain a certain standard of appearance in ai 
certain neighborhood and also to have three or four healthy chil rent 
with happy parent-child relations. Yet this incompatibility might b 
eliminated by a modification in one of these objectives—a modificatic 
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‘much more in the means than in the value or end itself. Analysis of 
such cases will reveal that there is a value centering about privacy and 
autonomy, “doing things our own way and having our own things,” un- 
consciously incorporated into both expressed alternatives. When this is 
recognized and thrown out of the picture, it becomes possible to satisfy 
both the desire for a large family and the desire for aesthetic home 
Surroundings. Even still another value might be gained also: the 
freedom of the parents to take vacations and changes of scene. 

Thus if several families in this same dilemma could find one another, 
they might set up some kind of cooperative housing and living scheme 
which would make possible the children they wanted and also highly 
attractive though perhaps different aesthetic surroundings. ‘They would 
have to sacrifice, perhaps, certain kinds of privacy and family autonomy. 
Mothers would have to learn to cooperate in the care of one another’s 
children, perhaps to eat one another’s cooking, to deal collectively with 
servants, to accept definite hours of work in compensation for fewer 
hours of work. 

Probably many couples will choose to keep the third value after 
recognizing it, and will continue to choose between an adequately sized 
family and their standards of appearance, until and unless increased 
income floats them over the top of the dilemma. In some cases the 
apparent conflict is between having children at all, and having one’s 
freedom to travel, entertain, study, and so on. Here the throwing out 
of certain implicit standards of comfort and appearance might solve 
the dilemma. Thus I once knew a married couple of very modest 
ncome who were continually traveling, observing, writing, keeping in 
lose touch with events and persons in their field of interest. Yet they 
iad a one-year-old baby. They had learned how to care for this baby 
vith apparent skill and ease, while traveling day after day in a car, 
amping every night, and paying no rent. I don’t recommend this 
enerally ; I do point to it as an illustration of what can be done when 
wo spouses know what their value-schemes are and are able to find 
1 make these schemes similar, at least in their practical implementation. 

The old saying: “You can’t eat your cake and have it too,” is a 
uestionable doctrine in the modern world. It may act as a wet blanket 
pon the human inventive spirit, and serve as a rationalization for laziness 
nd inertia. 

(6) A New IpEoLocy 


We need a new ideology concerning personal experience and the 
laking of choices. ‘This we may call a religion if we so wish. The 
either-or”’ philosophy needs to be amended by the philosophy of inven- 
on. Yet at the same time children should be emotionally conditioned 
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not to care so much as people now do, for very specific results and 
outcomes. The philosophy that life is an interesting sequence or journey, 
filled with surprises, should be substituted for the philosophy that life 
is a continual struggle to “get” pre-specified results. Such a new ideology 
would help people to bear the disappointments of love, marriage and 
parenthood more easily and even convert them from disappointments into 
experiences of positive value. Progressive education encourages such 
a philosophy. “There was some of it in our older religion, but it needs” 
to be restated in terms which do not conflict with modern science. 
We need an ideology which will help us to appreciate more vividly 
our own past pleasant experiences despite the fact that we are not likely | 
to be able to repeat them. We need to learn to enjoy the pleasant 
experiences of other real persons who are near to us, even though we : 
cannot have those same experiences ourselves. Such vicarious satisfac- - 
tion ought to replace much that is now obtained through fiction and. 
movies. We need techniques for the more vivid and unrestrained | 
communication of personal experiences. Here, indeed, is an opportunity ’ 
for educational invention. q 
We need a positive appreciation of differences among individuals as; 
distinguished from mere tolerance. We should teach children to value 
the peculiarities of one another’s personality, not merely to excuse them: 
while at the same time deploring them. We need to learn to feel 
solidarity, not through race, nationality, creed, or class, nor through any 
cultural uniformities of behavior, but through our common humanity. 
i. 


Human Conservation And Nutrition’ 
By 
HAZEL K. STIEBELING 


| OOD nutrition throughout life markedly affects the well-being 
724) and the social usefulness of an individual. Food is the stuff 
out of which sound and efficient bodies are built for life-time 
~ use, and upon which their daily upkeep and activity depend. 
The nutritive qualities of diet greatly influence whether an individual 
enjoys really buoyant health or merely passable health. Food is a 
major item among the environmental factors which determine whether 
man can achieve the highest attainable level of vitality. Physical well- 
being means a sturdy body responsive to the direction of the mind and 
equal to its demands. And physical well-being also is basic to the 
development of a well-rounded personality. 

“Safeguarding the food supply” should not only suggest those im- 
portant measures which insure safe food of good quality. It should 
go further and also imply measures that will enable every individual, 
regardless of economic status, to obtain those combinations of food 
which undergird good nutrition. To complement the value of right 
food there should also be assured those circumstances of living, such 
as balance between work and rest, freedom from worry, sunshine, fresh 
ur, and good general health, which are essential to its utilization. 


I. NutritivE REQUIREMENTS OF THE Bopy 


At the present time science recognizes between 30 and 40 chemical 
mtities as essential to the nutritional well-being of man. Some of 
hese, chiefly as fats and carbohydrates, are primarily important for 
heir value as fuel for the activities of life. Others, including the 
roteins, the mineral elements, and the vitamins, furnish the structural 
naterials for building or renewing body tissues and the substances 
vhich help to regulate body processes and to establish a proper internal 
nvironment. Some nutrients are required in relatively large quanti- 
ies; others, equally indispensable, are needed only in incredibly minute 
mounts. 

The evidence of the relation of food to health has been accumulated 
lowly over the years, thanks to careful laboratory work, oft repeated 
linical observations, and controlled field studies. We have learned 
iany of the laws governing the quantitative exchange of energy and 
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matter in the body. We know something of the dietetic origin of | 
diseases such as rickets, beriberi, or scurvy, and how to control them. . 
We are making progress in our understanding of the effect of diet: 
upon resistance to disease, and the influence of food on the rate of ' 
growth, the quality of body structure, vitality, general efficiency and | 
longevity. a 
Our present knowledge of foods and nutrition, though still far from | 
complete, is sufficiently advanced to furnish an objective basis for the: 
development of social policy in this field. Illustrative of this viewpoint : 
we find the League of Nations in 1935 appointing a Technical Com-- 
mission to outline the physiological bases of nutrition, as its first step) 
in the international consideration of this problem. , 
The Commission, made up of experts from several countries, has; 
already held three meetings and has reached a fair measure of agree-- 
ment regarding the content of diets which would amply provide body’ 
needs. Their allowances for an adult man with respect to certain 
important nutrients are outlined below. These allowances were nott 
intended to represent the indispensable minimum, but rather, the daily 
quantities which would characterize adequate and perhaps even optimal | 
diets: ; 
‘Calories: 2,400 and more per day, depending upon the height, weight, , 
and build of the individual, and the amount and intensity of physical | 
activities (3,000 calories for a 70 kg. man doing moderately active 
muscular work). : 
Protein: About 1 gram per kilogram of body weight. N 
Calcium: About 34 gram. 1 
Phosphorus: About 1 gram. i 
5 | 
: 


Iron: About 1/100 gram. 

Iodine: Less than 1/10 milligram. 5 

Vitamin A: From 2,000 to 4,000 International Units. ] 

Vitamin B: About 10 International Units per 100 calories. 7 

Vitamin C: About 600 International Units. | 

Pellagra preventing factor: The amount present in 1,200 grams of 
fluid milk or 200 grams of lean beef, or equivalent quantities from 
other foods. a 

This list does not, of course, cover all of the required nutrients. Itt 
includes only those about which enough is known to secure agreement! 
as to provisional quantitative allowances, and those which at the meer | 
time appear to require special consideration in diet planning. So fart 
as experience goes, mixed diets of natural food products providing? 
these quantities of specified nutrients are usually also otherwise adequate ¢ 
for normal persons living under good hygienic conditions. 

The proportion of the various required nutrients, as well as the tot 
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juantities, differ from one period of a person’s life to another, and 
throughout life are more or less affected by circumstances. In pro- 
9ortion to body weight, for instance, growing children need much 
nore food than do adults. Children have particular need for proteins 
of high biological value, for calcium, phosphorus, iron, and for each 
of the several vitamins. Pregnant and nursing women likewise need 
liets rich in minerals and vitamins to insure adequate physical endow- 
nent for the child at birth and its optimum nutrition during infancy. 
Jietary requirements may be greatly increased by strain and worry. 
And unless the body has plenty of sunshine, special attention must be 
riven to food sources of vitamin D. In the temperate zones, such 
pecial provision is a necessary safeguard for infants and young children. 

In addition, meal planning should take account of the form in which 
ood is eaten, its digestibility, and the composition of the diet as a 
vhole. For example, the utilization of calcium and hence the quantity 
vhich the diet should supply, is influenced by the quantities of phos- 
horus, vitamin D, and fat appearing in the diet along with the 
alcium. The interrelationships among nutrients, and the zone between 
dequate and optimal are fields needing further exploration. 

Each essential nutrient is independently necessary, and an inadequate 
onsumption of any one will show itself in a characteristically abnormal 
‘ructure or functioning of the body. While well-defined cases of 
eficiency diseases, such as xerophthalmia, beriberi, or scurvy, are com- 
aratively rare in this country, we still must reckon with pellagra, 
ickets, and dental caries. Also mild forms of many deficiencies are 
urly common, in which the abnormality is too slight to be recognized 
y the layman, and may even escape attention in an ordinary medical 
<amination. Special technics are needed to uncover early evidence of 
efective nutrition—signs still too minor to be classified as disease, but 
presenting a condition that is a potential handicap to good health. 
- is at these very early stages that remedial action should be taken. 

Because obvious symptoms of dietary deficiencies do not follow in 
ie wake of suboptimal diets with dramatic swiftness one can easily 
sta false sense of security. Also diagnosis may be difficult because 
ficiencies in diet seldom are single and often are complicated by other 
vironmental factors. Nevertheless the examiner should not over- 
ok the possibility of a connection between inadequate nutrition and 
any of the abnormal conditions of ill-defined cause, such as irritability, 
jor appetite, digestive disturbances, lack of stamina, low resistance to 
sease and the early appearance of signs of aging. 

There is, then, an abundance of evidence that dietary deficiencies 
n result in human erosion. Lack of food or poor choice of diets 
eans a wastage of human resources. But a program of human con- 
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servation finds more inspiration and challenge in the knowledge tha: 
improvement in nutrition can raise health from levels generally accra 
as average or usual to definitely superior planes. 

Observations upon generation after generation of laboratory eee | 
indicate that superior diets result in somewhat more rapid rate of growth 
in the young and somewhat larger size at all ages. They contributt 
to greater than average success in the rearing of young. And mor! 
important, they make the body more able to resist and cope witl 
infection, and also significantly prolong the prime of life. The fe 
short-time demonstrations so far made among human beings tena tt 
show the same thing. 

In the finest sense of the word, fully adequate diets are a conservatior 
measure. “They can contribute substantially to the health of the meri 
women and children of today, though their full benefit is cumulatiy 
in effect. The complete story may only be recorded in the enhancemer 
of the health of the generations still to come. 


II. Nutritive VALUES oF Foop 


No one of the natural plant or animal products appropriated by maa 
as food was “designed” for the complete nourishment of the huma: 
organism. Many common articles of food supply only a limited numbe 
of man’s nutritional needs, and the proportions in which the nutrient 
are supplied seldom precisely fit the pattern of man’s rounded require 
ments. ‘These facts are not to the discredit of any food. ‘They merel 
mean that we must discover the combinations of common foods tha 
will, so complement each other as to satisfy fully the needs of the bo N 

e wise use of food is contingent upon a knowledge of nutritiv 
values. For example, ordinary commercial sugar is a cheap fuel f 
but it is a pure carbohydrate and contains none of the needed protein: 
minerals, or vitamins. Fats also are primarily important for the 
fuel value. <A certain quantity of unsaturated fatty acids appears ti) 
be essential to good nutrition, and many fats are important carrie: 
of the fat soluble vitamins. But both sugars and fats are one-side 
foods. ‘They serve a useful and indeed a necessary function, but oe 
should not be given too much prominence in the diet, lest they disp Pl 
other essential items. 

Flours, meals and cereals have always formed a large part of th 
food supply i in most parts of the temperate zone throughout the world 
They are especially important in low-cost diets because they are chez 
sources of several factors—calories, proteins, phosphorus, and iron. 
less highly the grain is milled or refined, the more it contribute: 
minerals and vitamins, particularly in Paes and vitamin B. But | 
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annot live on cereal grains alone. Even when they are but lightly 
uilled they are still relatively deficient in calcium, and vitamins A, 
> D, and G. 

Lean meat, fish, poultry, and eggs are highly prized for the interest 
nd flavor they add to the diet. They have an important place, too, 
ecause their proteins are of excellent quality ; they are rich in vitamin G, 
nd they are pellagra-preventive. Eggs, liver, and lean meats are 
ood sources of iron. Liver and eggs are also rich sources of vitamin 
. But as a class, meats, fish, poultry, and eggs are relatively expensive 
ods and in general show about the same calcium and vitamin deficiencies 
: do the grain products. 

When diets are largely made up, as is often the case in this country, 
[ grain products, meats, fats, and sweets, they may satisfy the appetite 
id the traditional demand for variety, and yet fall far short of present- 
ty specifications for satisfactory diets. "They may furnish plenty of 
otein, and plenty of fat and carbohydrates in good proportions, but 
ithout liberal quantities of vegetables, fruits, and of milk in its various 
mms, they cannot furnish optimal quantities of some of the minerals 
id vitamins. 

A number of years ago McCollum called attention to the necessity 
supplementing our traditional diets with green, leafy vegetables and 
ilk by applying to them the label, “protective foods.” Vegetables 
id fruits afford protection because they make almost unique contribu- 
ns with respect to some of the minerals and vitamins, as, for example, 
tamin C. They also help to maintain the alkaline reserve of the 
dy, furnish roughage, and aid in maintaining good intestinal hygiene. 
hey add variety in color, flavor and texture to the diet. The leafy 
een and yellow colored varieties, served raw as salad, or quickly 
oked as hot vegetables, add much to the vitamin A and vitamin C 
lues of the diet and to its calcium and iron content. 

The varieties of green leaves available for food differ greatly from 
e section of the country to another, but there is comparatively little 
ference in their food values. ‘Turnip greens, kale, and collards, so 
dely used in the South, have about the same nutritive qualities as 
> beet tops, Swiss chard, and spinach which are more popular in the 
rth. Other vegetables as green beans, peas, asparagus, and broccoli 
: also valuable, though usually they are not so rich as the leaves in 
amins and iron. Bleached leaves or stalks are much poorer in 
amin A and iron than the green colored ones. 

Tomatoes and citrus fruits deserve special mention also because of 
ir richness in vitamin C. Since they usually can be served raw or 
+h very little cooking, they help to protect the diet in the vitamin 
ich is readily destroyed by prolonged cooking. 
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Dairy products are the other class of protective foods needing em: 
phasis in this country. Milk is particularly useful in making good tha 
deficiencies of grain products and in ensuring all-round dietary adequacy 
It is important as a source of energy, of high-quality protein, of calcium: 
phosphorus, vitamins A and C, and the pellagra preventing factor. Tha 
form in which it is eaten—whether as cheese or as evaporated, dried 
or fluid milks, are matters of taste and expense, but without a generous 
milk supply it is very difficult to obtain enough of the calcium needed fon 
building and maintaining strong teeth and bones, and for promoting 
a high level of general health. 

As a rule, the outstandingly cheap sources of calories are the fats 
sugars, grain products, potatoes and dried legumes. It is on th 
that families tend to rely when there is little money for food and hunge: 
clamors to be allayed. While these foods together usually furnish 
about two-thirds of the calories, and about two-fifths of the proteir 
phosphorus, vitamin B, and iron, they usually furnish less than one 
fourth of the calcium and vitamins A, C, and G. Finally the food 
furnishing the other one-third of the calories must be particularly ric 
in these latter factors if the diet as a whole is to be balanced. Mill 
vegetables, and fruit are the protective foods supplying these mineral. 
and vitamins at comparatively low cost. ; 


III. Foop Consumption Hasits :) 


Few countries can match the United States in the abundance ana 
variety of its food supply. The per capita volume of food disappearing 
into consumptive channels during recent years has been fairly constant 
although the relative importance of different groups of food has shifted 
During the last generation there have been marked decreases in th 
consumption of grain products and potatoes, shifts in the kinds of meat: 
consumed, and large increases in the consumption of sugar, milk ana 
cream, citrus fruits, and some of the succulent vegetables such as lettuce 
spinach, cauliflower, snap beans, and celery. .. 

In the main these changes in consumption habits have come abo 
rather gradually. Improved facilities for transportation, storage, ame 
marketing, have lengthened the season of many of the more perishabl’ 
foods and have eliminated much provincialism in dietary habits. I 
addition, changing fashions in food, increases in purchasing power, and 
the spread of the newer knowledge of foods and nutrition have cont 
tributed to these changes. ‘The increased consumption of milk, vegetables 
and fruits which has taken place is all to the good from the standpoint 
of improved nutrition. But not all of the recent trends in consumption 
habits are equally commendable. For example, the Technical Com: 


HUMAN CONSERVATION AND NUTRITION 285 


nission on Nutrition of the League of Nations has warned that “the 
ncreasing habit in certain countries of large sugar consumption tends 
o lessen the amount of protective food in the diet and is to be regarded 
vith concern.” 

_Here in the United States if we could equitably distribute and 
ficiently utilize the food supplies we have, every man, woman, and 
hild could have a fairly satisfactory diet. But in practice there have 
Iways been wide variations in the quantity and kinds of foods that 
ifferent family groups consume. ‘There are differences in individual 
leeds, in acquired food habits, and in market supplies, even when the 
conomic factor is ruled out. And very often economic limitations 
aise impassable barriers to free choice. Some groups enjoy extremely 
beral supplies of food which raise the national average. But a high 
ational average confers no benefit whatever on those whose circum- 
tances do not enable them to secure a food supply insuring a full measure 
f health and efficiency. 


amily food expenditures 


Most village and urban families seem to spend from about 25 to 
bout 40 percent of their income for food, the percentage varying 
versely with income level. Farm families, too, spend an equally large 
roportion of their money income for food, in spite of heavy programs 
f production of food for home use. What this expenditure means in 
rms of diet depends upon the number to be fed, the level of food 
ices, and the managerial ability of the housewife in securing good 
turns in terms of nutrition for the sums thus expended. 

Per person per year the money value of the food actually available 
rt household consumption in 1936 was found to range from less than 
0 to more than $300, according to preliminary figures from a study 
the Bureau of Home Economics. At each level of “expenditure” for 
od, diets were analyzed for their nutritive value and classified into 
ree grades, according to the extent to which they met the needs of 
e body. 


ood diets 


A diet was classified as good if, per nutrition requirement unit per 
y, the food (uncooked) furnished at least the following quantities 
nutrients: 

(1) Protein—68 grams. 

(2) Calcium—0.68 gram. 

(3) Phosphorus—1.32 grams. 

(4) Iron—0.015 gram. 
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(5) Vitamin A—6,000 International units. 

(6) Vitamin B,—500 International units. 

(7) Vitamin C—1,500 or more International units. 
(8) Vitamin G—600 or more Sherman units. 


Poor diets 


; J : 
If of one or more of the nutrients, the diet furnished Jess than thes 
following quantities per nutrition requirement unit, It was called poor: 


(1) Protein—45 grams. t 
(2) Calcium—0.45 gram. 

(3) Phosphorus—0.88 gram. 

(4) Iron—0.010 gram. 

(5) Vitamin A—3,000 International units. 
(6) Vitamin B—250 International units. 
(7) Vitamin C—750 International units. 
(8) Vitamin G—under 300 Sherman units. 


ettneeeiin Ieneth Seeeeaiineasntdied tiated 


A diet was classified as fair if, per nutrition requirement unit per day 
it furnished too little of one or more nutrients to be classified as good! 
but if at the same time it exceeded the specifications of the “poor” diet 
in every respect. 

The diets classified as “good” furnished each adult at least as much 
of the various nutrients as is recommended by the Technical Commission 
on Nutrition of the League of Nations. Diets in this classification 
probably cover average requirements with a goodly margin of safety. 

The “poor” diets fail in one or more respects to meet averag 
minimum requirements. If depended upon for long periods the 
would undermine the health and lower resistance to disease. ‘The fai 
diets represent middle ground—too poor to be classified as “good, 
but too good to be classified as “poor.” They cover average minimum 
requirements but provide an uncertain margin for safety. They ma: 
be insufficient to meet unusual demands, or to support a better-thar 
average state of nutrition. 

This analysis of current dietary habits emphasizes three main points$ 
the need for greater purchasing power among the low income groups: 
the tendency of families to buy more of the protective foods and 
secure better diets as the level of expenditure for food rises; and tl 
wide differences in the nutritive quality of diets now purchased at ar 
level of expenditure above a certain irreducible minimum. ; 

1. With food prices and food choices as they were in 1936, a fe 
families were spending too little for food to buy good diets. Al 
the diets recorded by nonrelief city and village families which, in 1' 
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ere spending less than $60 per person per year for food had to be 
classified as “poor.” At least 4 percent of the nonrelief city and 


he share of a $100 increase in a year in total family income that prob- 


This is shown by an analysis of expenditure patterns made in a 
urrent study of consumption according to income, among families in 
ertain of our small cities. 

a. Families with incomes under $1,500 yearly—and 60 percent were 
n this class—would probably spend $20 for food out of an income 
crease of $100. 

6. Families with incomes between $1,500 and $3,000 yearly—and 
2 percent were in this class—would probably spend $10 for food out 
f an income increase of $100. 

c. Families with incomes between $3,000 and $7,500—and 8 percent 
ere in this class—would probably spend only $3 for food out of an 
come increase of $100. 

This potential increase in the market for food, then, is among the 
wer-income groups. They are the ones who most need more and 
tter food. ‘They are the ones who would be most likely to spend 
ore money for food if they had it. The above figures on expenditures 
ply only to white nonrelief families. Undoubtedly an even larger 
oportion of an income increase of $100 would go for food in the case 
relief families and in the case of the nonrelief families with very 
w incomes. 

One possible way of ensuring more food to low income groups is 
increasing incomes without increasing food prices. An alternative 
to lower food prices without cutting incomes. Changes in con- 
mption do not always respond directly to changes in price, however. 
onsumption of bread, for example, may not increase in spite of falling 
ice. Consumption of milk and meat may increase faster than prices 
Il. A significant decline in the relative prices of certain kinds of 
od has been known to take the food out of the luxury class. Thus 
tus fruits once available only to the wealthy are now common articles 
popular consumption. 

Undoubtedly cheaper food would be a boon to many a city consumer. 
t the relatively expensive productive foods, the ones most needed, are 
tly to produce and transport from farm to city kitchen—and in the 
g run farmers can produce only when they receive a fair return for 
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their labor and investment. While agriculture should bend every eftor 
to produce better products more economically, it will be rememberec 
that only part, and often only a small part, of retail food costs can bo 
chalked up against farm production. Retail prices also include the 
numerous services of processing and distribution. These services have 
greatly expanded during recent years, in some instances perhaps un: 
necessarily so. It is essential that inefficiency and any unnecessarr 
duplication in these services should be eliminated where they exist, ana 
that markets should be so organized that the lower income groups could 
to a greater extent than at present avoid incurring unnecessary services! 
Perhaps some gains in this direction could be made through cooperativi 
effort. 
2. Under present conditions the chances for better diets appear td 
increase steadily with rising per capita expenditures for foods. With 
more money for food, families tend to buy more food as well as mort 
expensive types and forms of food. For example, families with $166 
rather than $85 per person for food in 1936, purchased almost 88 
percent more of succulent vegetables and fruits, and of meats, poultry 
and fish; about 60 percent more of milk, butter, and eggs; and nox 
quite 30 and 20 percent more, respectively, of fats other than butter 
and of grain products. The higher proportions of milk, butter, meat 
eggs, green-colored and leafy vegetables, and fruits in the diets of tl 
more well-to-do meant not only more interesting and more lavorke 
meals but also food of higher nutritive content. HM 
At the median spending level ($135 per person per year) about 4 
percent of the nonrelief families studied in 1936 were found to hay 
fair or good diets; about 60 percent had diets that were definitely ‘il 
need of improvement in one or more respects. At a still higher leye 
of expenditure—$200 per person per year for food—about 60 percer 
of the families had fair or good diets and about 40 percent, poor. 1 
is clear, therefore, that in our present situation, quality of diet is definitel 
associated with level of expenditure for food. | 
But while half of the nonrelief city and village families were spendin 
$135 or more per person per year for food, an amount on which son 
families obtained excellent diets, fewer than 10 percent were in practi¢ 
selecting excellent diets, and it was only when $300 or more per perso 
yearly was available for food that adequate diets were secured by almo: 
every family. ‘The level of expenditure for food is plainly not the om 
factor determining the nutritional quality of the diet. : 
3. The nutrition problem of the great mass of nonrelief villag 
and city families is that of making the best possible use of the amou 
of money now available for food, and in the case of rural families, ¢ 
more careful planning of food production to meet the family’s nee 


eed. 
— 
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The same sum of money or the same amount of land and work can 
ecure diets very different in nutritive value, depending on the combi- 
ations of food selected. 

Taking advantage of the fact that food prices are based primarily 
N costs of production and distribution and on the interplay of supply 
nd demand rather than on the nutritive values of food, the Bureau of 
lome Economics has evolved several broad patterns for food budgets 
lited to different economic levels or different types of home food pro- 
uction programs. ‘These are stated in general enough terms that’ they 
an be adapted to market in any part of the country, or to any of the 
lore important land-use areas with their differing programs of food 
roduction for home use, and still leave considerable room for catering 
) family tastes. Thousands of families have been helped by these plans. 
fany more might well take advantage of them. Custom in food choice 
ill lags far behind our knowledge of what combinations give better- 
lan-average returns for a given cost. 

Tf all families could enjoy really good diets, food production and 
stribution programs would have to be considerably enlarged. For 
ample, if all city families could purchase diets similar to those of the 
milies whose diets cost less than $165 per person per year (1936 price 
vels), but which at the same time rated as very good in the bureau’s 
alysis,‘ there would be need for more eggs, from 50 to 100 percent 
ore milk (fluid, evaporated, dried, or in the form of cheese) and 50 
rcent more vegetables and fruits. It is to be remembered, however, 
at no matter how intelligent the food planning and buying, there is 
minimum money-value of food below which no family can procure a 
tritionally adequate diet. Perhaps further subsidies to consumption 
ll afford a partial answer to this problem. Our present program of 
stributing surplus foods to families on relief, school feeding, assistance 
mothers and young children are steps in this direction. 


IV. ImpRovVEMENT IN NuTRITION 


Food budgets, meeting the same specifications in terms of the quanti- 
s of a dozen or so classes of food, and furnishing the same nutritive 
lue, may differ in cost by as much as 20 percent when simultaneously 
rchased in large cities in different sections of the country by house- 
ves of the wage-earner group. Differences equally large can be 
countered in any one community. ‘These differences reflect such 
tors as market supplies, and type of retail outlet patronized as well 
traditional food habits, and education in food and nutrition. 


Stiebeling, Hazel K., and Phipard, E. P., “Diets of Families of Employed 
earner: and Low-salaried Clerical Workers in Cities.” U. S. Department 
Agriculture. Circular 507. (In Press.) 
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Mustard or dandelion greens, for example, have about the sam 
nutritive qualities as chard or spinach and usually are cheaper; rice iti 
bulk is quite as nutritious as the more expensive packaged rice and th: 
cheaper ground lower round of beef from a cash and carry market car 
serve nutritional purposes as effectively as lamb chops delivered at th: 
door. - 

This does not mean that the higher-priced products have no placa 
in our market. It simply points out that the nutritive quality of a foo: 
is by no means closely correlated with its market price, and that wy 
should distinguish between the price paid for nutriment and the pric 
paid for certain esthetic qualities, for services, or for convenience. : 

Many products now diverted to feed or industrial use and_ hence 
not readily available in food markets could with advantage be. mon 
widely used as human food. Consider dried skim milk, for example 
or the embryo and outer branny layers of some of the cereal grains, an 
certain fish liver oils. : 

Skim milk supplies all of the nutritive values of whole milk excep 
the fat with its fat-soluble vitamins, and in the form of dried skim mil 
could be put on the market at but a fraction of the cost of milk solic 
in the form of whole fluid milk. The embryo and outer layers of thl 
wheat and rice grains are especially important for vitamin B and iroc 
in readily utilizable form. These two nutrients are not now generoush 
supplied in ordinary diets. Reinforcing our breads or cereals witi 
these products would be all to the good. Fish liver oils are valuab! 
sources of vitamins A and D. Most low-cost diets could be reinforce 
with these elements to advantage. All of these products can now f 
bought in our drug stores at relatively high prices. If consumers wou 
manifest enough interest and make their demands felt, some of the: 
same products probably could be handled in volume and at much lo 
prices in ordinary food stores. q 

Improvement in nutrition is contingent upon one or more of at leaz 
three factors: i 

(1) Improved purchasing power through increased incomes, low 
food prices, or both. 

(2) The allocation of a somewhat higher proportion of the inco 
to food in view of greater appreciation of the long-time significan 
of dietary adequacy. a | 

(3) The more efficient use of money now devoted to food, throug 
wider dissemination of knowledge regarding food values and nutrition 
needs. 

In many sections of the country there is also need among far: 
families for the production of more food for family use. And me 
farm families would benefit if they would develop their home-productidl 
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rograms so as more directly to take account of the family’s nutritional 
eeds. 

Improvement in nutrition calls for the best efforts of those formulating 
ocial policies, of persons engaged in production both on farms and in 
actories, or research workers, teachers, social workers, and of all others 
oncerned with human conservation. 

The benefits of good diet, added to those of other scientific advances 
rhich function for human progress, are not merely biological benefits 
) health. As Sherman points out, they “contribute through health to 
ne social evolution of the race and to ever higher levels of intellectual 
nd spiritual achievement by the individuals who will so develop their 
inate capacities.” 


Miscellany 


Three significant studies in the field of consumer incomes and stan 
ards of living have recently been published. ; 
The report of the National Resources Committee on “Consu 
Incomes in the United States,” 1935-36, is the most comprehensi: 
measurement of income distribution yet attempted in this country. 
In “The Worker’s Standard of Living,” the International Labor Off 
clarifies what is meant by standards of living, and investigates the exte: 
to which it is possible to determine the standard in various countria 
including the United States. 
In another ILO publication entitled “Preliminary Investigation in: 
easures of a National or International Character for Raising t 
tandards of Living,’ Mr. N. F. Hall considers measures to incre; 
consumption. 
Taken together, these reports not only demonstrate the extent 
which poverty yet prevails, but also indicate that substantial increas 
in consumption must come from increased production, as well as fro 
income redistribution. 


was held in Mexico City, August 13-20. 


jb, INS 
Dr. Lewis L. Lorwin, Economic Adviser to the ILO, is spendir 
his biennial holiday in the United States. } 
A AA | 


The Board of Trustees entertained those registered for the Plannir 
Technicians’ Conference with a smoker on September 28. The Cos 
ference, sponsored by the National Resources Committee, was held i 
Washington from September 19 to October 1. 
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The 1939 National Conference on Planning will be held in Bost 
next May. The National Economic and Social Planning Associatic: 
is cooperating with the American City Planning Institute, the America: 
Planning and Civic Association, and the American Society of Plannim 
Officials in sponsoring the meeting. Miss Elizabeth M. Herlihy 


Chairman of the Massachusetts State Planning Board, is acting 2 
Conference Director. 


